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HEALTHAMERICA  LEGISLATION:  IMPLICA- 
TIONS FOR  MASSACHUSETTS  AND  THE  NA- 
TION 


MONDAY,  JULY  22,  1991 

UJS.  Sekate, 
Committee  on  Labor  and  Human  Resources, 

Boston,  MA, 

The  committee  met,  pursuant  to  notice,  at  10:17  a.m.,  in  the  Con- 
ference Room  of  the  Wellman  Building,  Massachusetts  General 
Hospital,  Boston,  MA,  Senator  Edward  M.  Kennedy  (chairman  of 
the  committee)  presidhig. 

Present:  Senator  Kennedy. 

Opening  Statement  of  Senator  Kennedy 
The  Chairman.  Well  come  to  order. 

Today's  hearing  is  on  one  of  the  most  serious  domestic  chaDenges 
facing  the  Nation — the  health  care  crisis  that  is  pricing  decent  care 
beyond  the  reach  of  large  numbers  of  &milies. 

In  recent  years,  in  the  absence  of  Federal  leadership,  several 
States  have  advanced  proposals  of  their  own.  Massachusetts  has 
been  a  pioneer  in  this  regard,  and  our  State  deserves  great  credit 
But  the  lesson  of  our  experience  is  that  no  State  can  do  the  job 
alone. 

We  see  hi^  levels  ofpublic  si4>port  for  universal  access  in  other 
industrial  countries.  While  foreign  citizens  may  have  complaints 
about  aspects  of  their  country's  program,  veiy  few  disagree  with 
the  policy  of  coverage  for  all 

The  health  care  crisis  we  face  in  the  United  States  has  two 
central  features.  First,  nearly  half  the  American  people  have  no 
protection  or  inadequate  protection  against  the  event  m  serious  ill- 
ness. Second,  health  care  costs  are  soaring  out  of  control 

In  Massachusetts,  because  of  the  progress  we  have  made  toward 
universal  access,  the  percent  of  the  population  without  insurance 
is  lower  than  the  national  average— 8  percent  compared  to  13  per- 
cent 

Across  the  counti^,  34  million  Americans  have  no  health  insur- 
ance at  alL  Two-thirds  of  the  total  are  working  men  and  women 
and  their  families.  Most  of  them  work  hard,  40  hours  a  week,  52 
weeks  a  year.  But  all  their  hard  work  cannot  buy  them  the  access 
to  health  care  they  need  or  the  freedom  from  fear  of  high  costs  of 
care.  Even  those  who  have  insurance  must  live  every  day  with  the 
knowledge  that  they  and  Uieir  families  are  only  one  pink  slip  away 
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from  losing  coverage— one  serious  illness,  one  decision  by  their  boss 
to  cut  costs. 

For  too  many  citizens  in  this  recession,  being  laid  off  means  los- 
ing your  health  insurance.  Those  who  work  in  firms  aifected  by  so- 
caBed  COBRA  requirements  can  keep  their  coverage  for  up  to  18 
months,  but  with  one  bie  proviso— they  have  to  pay  the  full  pre- 
mium themselves — and  that  cost  is  often  prohibitive  for  men  and 
women  standing  in  unemployment  lines,  struggling  to  put  food  on 
the  table. 

In  addition,  if  their  firm  had  fewer  than  25  employees,  COBRA 
does  not  appty  at  all.  It  is  estimated  that  for  every  10  woi^ers  who 
have  lost  uieir  iobs  in  this  recession,  five  have  lost  their  health  in- 
surance as  well.  Given  the  continuing,  dismal  economic  news  and 
the  worsening  conditions  in  the  health  insurance  industry,  more 
and  more  workers  are  at  risk  of  losing  coverage.  I  regard  that  re- 
sult as  unacceptable.  No  workers  who  lose  their  jobs  should  also 
lose  their  healtn  insiirance. 

Here  in  Boston  we  have  some  of  the  finest  medical  facilities  of 
any  health  care  system  in  the  world.  Our  teaching  hospitals  are  su- 
perb, providing  state-of-the-art  medical  care.  A  network  of  commu- 
nity health  centers  provides  primary  care,  health  promotion  and 
disease  prevention  activities.  The  State's  fi'ee  care  pool  provides 
coverage  for  hospital  services  for  manv  who  would  otherwise  be  un- 
able to  afford  the  treatment  they  neea. 

Yet,  as  in  most  metropolitan  areas  across  the  country,  the  best 
in  health  care  exists  side-bv-side  with  the  worst  It  is  a  scandal  and 
a  disgrace  that  this  rich  Nation  continues  to  ignore  problems  such 
as  high  infant  mortality,  measles,  tuberculosis,  AIDS  and  other  in- 
fectious diseases.  Homelessness  continues  to  pla^^ue  the  city's 
health  mtem.  And  the  State's  continuing  fiscal  crisis  makes  every 
aspect  of  our  health  care  crisis  worse. 

Uninsured  persons  delay  treatment  because  they  cannot  afford  to 
pay.  Yet  early  treatment  can  regularly  avoid  more  eiq>en8ive  care 
or  nospitalization.  In  the  most  traumatic  cases,  delays  in  treatment 
because  of  lack  of  access  to  decent  care  become  matters  of  life  and 
death.  Every  day,  needless  tragedies  are  happening  to  &milies  be- 
cause we  refiise  to  make  reasonable  preventive  care  a  matter  of 
basic  ri|^t  for  every  citizen. 

The  escalating  cost  of  health  care  burdens  our  entire  economy. 
Corporations  are  increasingly  cutting  back  coverage  for  workers  m 
order  to  shore  up  their  profits  ana  preserve  their  international 
competitiveness.  Total  heeuth  care  spending  in  the  United  States  is 
40  percent  more  per  person  than  Canada,  and  twice  as  much  as 
Germany  and  Japan.  Unless  we  restrain  these  rising  costs,  we  are 
not  only  pricing  health  care  out  of  reach  of  American  families — ^we 
are  also  pricing  American  business  out  of  the  world  economy. 

American  auto  workers  have  health  care  benefits  comparable  to 
those  in  Japan.  But  in  the  United  States,  those  health  care  benefits 
add  $700  to  the  cost  of  manufacturine  a  car,  compared  to  only  $400 
in  Japan.  American  firms  cannot  &eep  doing  business  at  dis- 
advantages like  that 

In  recent  weeks,  fed  up  with  the  refusal  of  the  Bush  administra- 
tion to  take  the  lead  in  dealing  with  this  crisis  and  meeting  this 
respons^ility.  Senate  Mcgority  Leader  George  Mitchell  and  ihave 
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proposed  a  comprehensive  reform  called  Health  America.  The  basic 
concept  is  called  "pay  or  plav^.  Eveiy  employer  would  be  required 
to  provide  at  least  basic  health  insurance  benefits  for  workers  and 
their  families,  or  else  pay  a  percentage  of  payroll  for  the  cost  of 
comparable  coverage  under  a  public  pbuL 

Our  proposal  eluninates  the  worst  faults  of  the  current  system. 
But  it  preserves  the  essential  public-private  partnership  that  is 
still  the  real  strength  of  American  health  care. 

The  broad  thrust  of  the  program  was  recently  endorsed  by  two 
distinguished  former  Secretaries  of  Health,  Education  and  Welfare. 
One,  Joe  Califano,  is  a  Democrat;  the  other,  Elliot  Richardson,  is 
a  Republican,  well-lmown  to  all  of  us  in  Massachusetts. 

Some  say  that  the  time  is  not  ripe  for  national  health  care  re- 
form. Certainly,  that  is  the  attitude  of  the  Bush  administration. 
They  claim  that  greater  consensus  is  necessaiy  before  action  can 
be  token.  I  believe  that  they  are  wrong.  The  consensus  is  already 
there  among  the  American  people.  We  cannot  afford  to  wait  any 
longer. 

If  Congress  has  the  courage  to  go  forward,  the  Bush  administra- 
tion will  catch  up.  They  can't  beat  something  with  nothing— and 
something  must  be  done. 

Massachusetts  has  alreadv  taken  bold  steps  toward  universal  ac- 
cess for  its  residents.  But  the  costs  are  exorbitant  because  we  are 
forced  to  deal  with  the  current  flawed  system  as  it  is.  'Diose  who 
have  been  throu^  the  searing  budget  debate  in  the  Common- 
wealth in  recent  months  know  now  much  Massachusetts  stands  to 
gain  from  a  sensible  national  approach.  If  I  have  anything  to  say 
about  it,  Federal  help  is  on  the  way. 

Today's  hearing  will  develop  many  of  these  themes,  and  I  look 
forward  to  the  testimony  of  our  distinguished  witnesses.  But  before 
we  begin,  I  would  like  to  thank  Dr.  Buchanan,  Dr.  Durant,  and 
their  staff  at  the  Massachusetts  General  Hospital  for  hosting  this 
hearing,  for  the  assistance  they  have  provided  with  the  arrange- 
ments, and  most  of  alL  for  their  leadersnip  in  seeking  better  health 
care  for  our  dty,  our  Commonwealth,  and  our  Nation. 

We  welcome  our  first  panel  this  morning.  Our  witnesses  are  all 
residents  of  our  State  who  have  experienced  first-hand  various 
problems  plaguing  our  health  care  system.  In  this  sense,  we  truly 
nave  a  panel  of  experts  sitting  before  us. 

Our  panel  includes  Mike  Burke  and  his  father,  Tom,  from 
Duxbuiy.  Mike  is  a  diabetic  His  part-time  job  as  a  radio  announcer 

Provides  no  health  insurance.  Because  ot  his  reaching  his  24th 
irthday,  which  I  understand  is  today,  Mike  will  no  longer  be  able 
to  receive  coveraf;e  under  his  fathers  policy.  The  Burkes  will  be 
talking  about  their  family's  difficult  search  for  new  health  coverage 
for  a  member  who  has  a  pre-existing  health  condition  like  diabetes. 

Our  second  witnesses  are  Karen  and  Robert  Nickerson,  from 
Bridgewater,  MA.  The  Nickersons  will  be  discussing  their  experi- 
ences with  the  health  insurance  sjrstem  since  Roger  was  diagnosed 
with  Hodgkins  Disease,  which  led  to  the  eventual  loss  of  his  job  as 
a  fine  fiiniiture  maker.  Karen  and  Robert  are  accompanied  this 
morning     their  lovely  daughter  Alysia. 

Our  third  witnesses  are  Heidi  and  Curtis  Chase  from  North 
Dartmouth.  The  Chases  will  testify  about  the  difficulties  they  have 


in  maintaining  health  coverage  for  their  family  because  one  of  their 
daughters,  13  year-old  Erin,  has  epilepsy.  The  Chases  will  also  taU^ 
about  how  their  problems  have  been  compounded  by  the  recession, 
as  Curtis  is  a  self-employed  real  estate  contractor.  With  them  are 
their  two  dau^ters,  Jennifer  and  Erin. 

Our  last  witness  is  Rosemaiy  Secor,  a  nurse  practitioner  from 
Cambridge.  Ms.  Secor  is  well-versed  in  the  problems  of  the  unin- 
sured and  rising  health  care  costs  and  is  a  provider  of  care  to  many 
uninsured  patients  as  the  owner  of  a  smaU  Dusiness  herself. 

We  thank  all  of  you  for  being  here.  Let  me  just  say  at  the  outset 
it  is  never  easy  to  talk  about  matters  like  family  health  care  cov- 
erage. I  think  most  of  us  recognize  that  these  are  reaUy  very  per- 
sonal matters,  and  it  isn't  easy  to  share  the  experience  with  others. 

So  I  am  mindful  of  our  request  to  ask  you  to  share  your  eiq>eri- 
ences  with  us  on  the  Labor  and  Human  Resources  Committee.  Our 
committee  will  be  reporting  out  a  bill  in  September  which  will  in- 
corporate the  features  of  HealthAmerica.  We  wiU  report  out  a  iull 
ana  complete  bill  if  necessary.  And  we  have  the  assurance,  of  the 
Senate  Migority  Leader  that  we  will  get  a  vote  on  health  care. 

So  we  will  finally  have  accountability  by  members  of  the  U.S. 
Senate  and  hopefully  the  House  of  Representatives  as  well,  and  I 
can  assure  you  that  your  testimony  and  the  examples  that  you  give 
will  be  very  helpful  to  me  and  to  the  other  members  of  the  commit- 
tee in  malong  tne  case  to  the  Senate.  I  believe  the  American  people 
are  well  ahead  of  the  Senate  of  the  United  States  on  this  issue, 
with  many  others,  I  mi^^t  add,  and  we  are  very  grateful  for  your 
appearance  today. 

Well  start  off  with  you,  Mike. 

STATEMENTS  OF  BfIKE  BURKE*  WITH  FATHER,  TOM  BURKE, 
DUXBURT,  BiA;  KAREN  AND  ROBERT  NICKERSON,  WITH 
DAUGHTER  ALTSIA,  BRIDGEWATER,  MA;  HEIDI  AND  CURTIS 
CHASE,  NORTH  DARTMOUTH,  BiA;  AND  ROSEMARY  M 
CLARKE  SECOR,  FOUNDER,  DIRECTOR,  AND  SENIOR  CLINI- 
CIAN, NURSE  PRACTITIONER  ASSOCIATES,  CAMBRIDGE,  MA 

Mr.  Mike  Burke.  Thank  you.  Senator. 

As  you  said,  my  birthday  is  today,  and  with  my  24th  birthday 
my  coverage  runs  out  as  of  midnight  last  nig^t  What  that  means 
is  that  now  we  have  to  start  paying  through  the  nose  for  diabetic 
supplies,  which  include  insulin,  syringes,  and  blood  jp^ucose  mon- 
itoring equipment  The  blood  glucose  monitoring  itself  costs  an  av- 
erage of  $150  to  $200,  which  is  replaced  about  once  every  year  or 
so  to  keep  up  with  accurate  monitoring. 

Insulin  itself,  for  a  bottle  about  lhat  big,  is  about  $15  a  bottle. 
I  have  two  insulins  that  I  use,  and  I  eo  through  about  four  bottles, 
both  t^s,  twice  monthly,  so  that  wul  be  $60  a  month  that  I  will 
be  dishing  out 

Syringes,  which  I  replenish  about  every  5  weeks,  will  run  a  cost 
of$d0-$40. 

Before  me,  I  had  a  sister  who  passed  away  from  diabetes  a  little 
over  2  years  ago.  In  her  case,  she  had  the  complications  of  neurop- 
athv,  and  kidney  disease.  She  was  on  the  insulm  pump  at  the  time, 
and  our  coverage — my  father  and  mother's  coverage — did  not  cover 
her  for  the  insulin  infusion  pump,  whidi  cost  uie  family  about 
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$5,000.  Supplies  for  the  pump  ran  about  $240  every  10-12  days, 
which  induaed  insulin,  two  types  of  83rringes,  one  that  was  inserted 
into  the  body  itself  and  one  tnat  was  in  the  pump  itself  also.  She 
also  went  throu^^  laser  surgery  many  times,  at  a  cost  of  about 
$35,000  to  the  family  over  the  course  of  4  monUis. 

E^e  exams— our  msurance  would  only  cover  one  exam  eveiy  2 
years.  The  exams  and  chetiups  that  were  needed  every  few  weeks 
were  running  about  $100  per  visit. 

With  her  Kidney  comphcations,  ongoing  hospital  and  lab  exams 
ran  about  $100-$200.  With  that,  we  did  have  80  percent  coverage, 
but  the  on^^oing  lab  tests  and  hospital  stays  were  increasingly  hard 
on  the  family.  ^  ,     ,.  ,  j 

She  also  had  trouble  with  her  heart  because  of  the  diabetes,  and 
those  tests  ran  about  $200  every  time  she  went  throujgh  those. 

Her  neuropathy,  which  is  a  nervous  system  disorder  brought  on 
by  the  xlisease  mabetes— the  meds  and  testing  for  that  ran  any- 
where from  $200-4300  every  month. 

Monthly  visits  to  her  primaiy  care  doctor  were  about  $200-$300 
every  visit;  she  visited  me  doctor  two  or  three  times  every  month. 

That  was  very  difficult  on  our  family  financially  because  of  the 
lack  of  coverage,  and  now,  with  my  24th  birthday  todav,  my  cov- 
erage runs  out,  and  now  we  have  to  start  paying  Dasically  throu^ 
the  nose  because  I  do  not  have  coverage  and  can  no  longer  get  cov- 
erage through  either  of  my  parents. 

The  Chairman.  Your  father,  Tom  Burke,  is  here  with  you  today. 
Tom,  as  I  understand  you  came  to  the  United  States  from  a  place 
I  have  some  familiarity  with,  and  that  is  Ireland,  a  few  years  ago, 
from  Mayo. 
Mr.  Tom  Burke.  That's  ri^t.  Senator. 
The  Chairman.  How  old  were  you  at  that  time? 
Mr.  Tom  Burke.  Seventeen. 
The  CHAlRBiAN.  How  many  children  do  you  have? 
Mr.  Tom  Burke.  Three — we  have  two  now;  our  dau^ter  died  in 


The  Chairman.  And  you  are  a  mason;  is  that  rig^t? 
Mr.  Tom  Burke.  Yes,  sir. 

The  Chairman.  And  how  long  have  you  been  working  at  that 
trade? 

Mr.  Tom  Burke.  Since  I  arrived  here. 

The  Chairman.  And  the  coverage  that  you  have  had  that  has 
covered  Mike  at  least  until  today  is  part  of  the  coverage  you  have 
as  a  mason;  is  that  correct? 

Mr.  Tom  Burke.  Yes,  sir.  It  is  a  health  and  welfare  plan.  In  most 
cases,  it  covers  only  80  percent,  and  when  there  are  accumulating 
bills,  that  other  20  percent  does  hurt 
The  Chairman.  It  adds  up. 


I  would  just  like  to  say  one  thing.  Senator. 
The  Chairman.  Certainly. 

Mr.  Tom  Burke.  I  am  old  enough  to  remember  3rour  brothe^ 
President  John.  He  inspired  this  Nation  to  get  the  space  progra? 
going  and  put  a  man  on  the  moon.  Surely  to  God,  in  this  countr 
today,  we  can  provide  health  care  for  people  on  earth  in  the  United 
States. 
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I  can  put  no  dollar  value  on  what  I  have  gone  through  these 
years,  we  as  a  family,  because  there  is  no  price  for  a  life;  you  can- 
not put  a  price  on  that.  But  certainly  noboay  should  have  to  worry 
about  their  health  or  about  having  it  taken  care  of.  Press  on.  Goa 
bless  you  for  your  efforts. 

The  Chairman.  Thank  you  veiy  much. 

Karen  and  Robert  Nickerson. 

Mrs.  Nickerson.  Good  morning.  I  would  like  to  introduce  you  to 
my  family — my  husband  Rob,  my  daughter  Alysia,  and  I  am  Karen. 

We  are  here  today  to  inform  you  m  the  health  insurance  prob- 
lems that  many  people  are  facing  today  who  have  a  pre-ezistii^  ill- 
ness. 

Rob  was  diagnosed  in  November  of  1987  with  Hodf^dns.  He  re- 
ceived radiation  therapy  and  follow-up  checkups.  In  Apr!  of  1990, 
Rob  had  a  relapse.  Tliis  time  the  cancer  was  much  more  through- 
out his  body.  It  had  entered  into  his  bone  marrow.  Rob  had  b^n 
staged  at  a  level  4.  Durine  this  time,  Rob  was  out  on  disability 
leave  witii  anemic  fevers.  When  Rob  had  received  his  first  chemo- 
therapy treatment,  he  spoke  to  his  boss  about  trying  to  return  to 
work  as  a  rough  metal  supervisor  of  a  fine  fiimiture  company.  His 
boss  eave  him  the  runaround,  saying  things  like  this  absenteeism 
wouldf  become  a  problem;  he  would  need  a  letter  from  his  doctor. 
Also,  his  boss  said,  "Stav  home.  Take  it  easy.  Don't  worry  about  fi- 
nances. Well  keep  the  cnecks  coming  in." 

A  week  late^  Rob  received  a  letter  infbrminc;  him  he  was  termi- 
nated. He  would  receive  4  months  of  his  healtn  insurance  paid  for 
his  severance  package.  Now,  knowing  what  his  boss  was  tiying  to 
do  was  keep  Rob  out  on  disability  so  when  the  company  was  sold 
they  could  legally  terminate  him. 

In  September,  we  were  faced  with  having  to  pay  for  our  health 
insurance.  Knowing  we  were  having  financial  difficulty,  Rob's 
fiiend  had  offered  Imn  a  job  at  a  metaistampine  shop.  Only  a  week 
and  a  half  afi;er  starting  to  work  for  his  firieno,  Rob  had  a  severe 
hand  iimuy,  losing  four  fingertips  and  crushing  four  other  fingers. 

At  Rob's  new  joo,  he  had  apphed  for  famify  health  insurance  but 
was  denied  due  to  pre-existine  illness.  In  the  meantime,  our  cur- 
rent insurance  company  raisea  their  rates  33  percent;  then  again 
in  January,  another  33  percent — a  total  of  66  percent  in  just  5 
months,  now  making  our  nealth  insurance  payment  $491.54. 

We  applied  again  to  another  insurance  company.  Again,  Rob  was 
denied  for  pre-existing  illness.  Alysia  and  I  were  accepted  with  a 
much  lower  payment 

Ri^t  now,  we  are  faced  with  COBRA  running  out  this  Decem- 
ber. The  previous  owners  of  the  company  Rob  had  worked  for  have 
filed  bankruptcy  and  have  informed  us  when  the  staff  falls  below 
25,  thev  will  no  longer  be  offering  the  COBRA  plan,  leaving  Rob 
to  pay  for  an  individual  nongroup  plan.  The  current  insurance  com- 
pany at  that  time  will  evaluate  Rob's  health  histoiy  for  insurance 
premium  rates.  If  this  payment  goes  up  any  higher,  we  are  not 
sure  if  we  will  be  able  to  pay  for  our  mortgage  and  Rob's  health 
insurance. 

We  have  currently  received  paper  work  on  the  Massachusetts 
Common  Health  Insurance  that  is  offered  for  individuals  who  do 
not  have  health  insurance.  We  are  leeiy  about  changing  insurance 
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plans  because  this  program  may  be  cut  due  to  the  State  biidget 
cuts.  If  this  were  to  happen,  Rob  would  be  without  insurance. 

If  there  were  universal  health  insurance,  then  individuals  and 
families  wouldn't  have  to  face  being  denied  health  insurance  and 
the  financial  hardships  of  high  premiums.  They  could  just  deal 
with  the  emotions  of  being  sick  and  getting  the  medical  attention 
they  need  to  get  well,  and  not  have  to  worry  about  medical  bills 
to  be  paid. 

Rob  and  I  would  like  to  thank  you  for  listening  to  us.  We  hope 
that  you  will  make  some  positive  changes  because  anyone  can  be- 
come ill  and  have  your  whole  life  change. 

Thank  you. 

The  Chairman.  "Hiank  you  very  much.  ... 
Robert,  I  understand  that  your  cancer  now  is  in  remission;  is 
that  ri^t? 
Mr.  NiCKERSON.  Yes,  it  is. 

The  Chairman.  And  you  have  indicated  you  have  tried,  I  guess 
without  success,  to  find  a  private  insurer. 
Mr.  NiCKERSON.  Yes.  They  said  no  one  will  touch  me  for  at  least 

5  years.  That  is  if  I  am  clear  for  5  years,  too. 

The  Chairman.  Well,  statisticaQy,  as  someone  who  has  some 
knowledge  of  cancer  myself  from  my  son's  experience,  statistically 
that  would  have  to  mean  you'd  have  to  be  complete^  cured. 

Mr.  NiCKERSON.  Yes. 

The  Chairman.  And  you're  going  to  have  other  kinds  of  health 
needs  in  the  meantime,  so  that's  effectively  stacking  the  deck,  so 
to  speak,  with  regard  to  setting  a  kind  of  barrier.  You  have  o^er 
health  needs  as  well. 

Mr.  NiCKERSON.  Yes. 

The  Chairman.  How  long  do  you  anticipate  it  will  be  before  you 
lose  your  COBRA  coverage  as  a  result  of  the  company  bankruptcy? 

Mr.  NiCKERSON.  The  18  months  runs  out  in  December  of  tms 
year. 

The  Chairman.  And  you  have  been  looking  for  a  new  source  of 
coverage? 
Mr.  NiCKERSON.  Yes. 

The  Chairman.  Have  you  had  any  promising  leads? 

Mr.  NiCKERSON.  Just  that  one,  but  they  keep  saying  that  it  may 
be  cut,  and  we  really  don't  want  to  lose  the  insurance  that  we  have 
rig^t  now  if  they  cut  it  before  that  point;  if  they  don't,  then  well 
be  forced  to  go  over  to  that  plan — ^which  I  hope  they  don't  Other- 
wise well  be  left  with  nothing  at  all. 

The  Chairman.  You  had  a  raUier  serious  industrial  accident,  I 
understand. 

Mr.  NiCKERSON.  Yes. 

The  Chairman.  Can  you  tell  us  what  happened? 

Mr.  NiCKERSON.  I  went  to  work  for  a  fiiend  who  was  trying  to 
help  me  out  because  I  had  lost  my  job.  I  was  there  about  a  week 
and  a  half  and  got  my  hands  crushed  in  a  metal  press  break  and 
lost  four  fingertips  and  the  tips  of  four  others.  I  ended  up  in  the 
hospital  for  about  a  week,  and  then  I  was  in  rehab  for  dbiout  3  to 

6  months. 
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Since  then,  I  have  returned,  and  we've  tried  to  get  insurance 
with  him  through  other  companies,  and  no  one  will  touch  me.  So 
weVe  just  had  no  success  in  tiiat 

The  CHAiRBiAN.  What  do  you  say  to  you? 

Mr.  NiCKERSON.  *You  have  a  pre-existing  illness."  That's  what 
they  refuse  you  for. 
Mrs.  NiCKERSON.  Reapply  in  5  years. 

Mr.  NiCKERSON.  You  can  reapply  in  a  couple  years,  yes — ^if  you 
are  clear,  you  are  fine. 

The  CHAnu^.  Karen,  you  mentioned  that  you  woik  for  a  bank 
on  a  part-time  basis  at  ni^t;  is  that  right? 

Mrs.  NiCKERSON.  Yes. 

The  Chairman.  And  does  your  employer  offer  coverage  for  its 
fiill-time  employees? 

Mrs.  NiCKERSON.  Yes,  but  not  for  part-time.  And  it  has  been  very 
slow  ther* 

The  ClL  JRMAN.  Well,  this  is  a  new  phenomenon  that  we  are  see- 
ing developing  all  over  the  country.  Employers  are  hiring  on  a  part- 
time  basis  so  they  don't  have  to  provide  benefits,  such  as  health  in- 
surance and  retirement  benefits.  This  effectively  circumvents  what 
has  been  a  long-time  part  of  the  social  contract  about  people  being 
able  to  work  for  a  tiving  and  being  able  to  be  secure  in  terms  m 
their  retirement  and  also  in  terms  of,  in  a  number  of  instances, 
their  health  insurance.  But  now  &at  whole  phenomenon  is  chang- 
ing. We  see  it  chancing  when  there  is  any  land  of  difficulty  in  the 
workplace  with  the  ninng  of  permanent  strikebreakers  without  the 
other  kinds  of  benefits  for  their  employees.  So  there  is  a  very  dra- 
matic undermining  of  the  kinds  of  understandings  which  I  think 
many  working  Americans  have  taken  for  jpranted. 
Lef  s  hear  now  fit>m  Heidi  and  Curtis  Chase. 
Mrs.  Chase.  Good  morning.  We  appreciate  the  opportunity  to 
speak  concerning  our  situation  regarding  health  insurance  for  our 
disabled  daughter. 

Our  youngest  dau^ter,  Erin,  is  13  years  old  and  is  developmen- 
tally  delajred  and  has  had  an  uncontrolled  seizure  disorder  since 
the  age  of  5  months.  Since  that  time,  Erin  has  been  under  the  care 
of  various  neurologists  at  Boston  Children's  Hospital  on  an  out- 
patient basis  and  has  been  hospitalized  on  several  occasions. 


that  I  be  available  for  her  at  all  times.  In  recent  years,  her  seizures 
have  become  less  fi^quent,  but  more  severe.  In  1985, 1  was  able  to 
take  a  secretarial  position  at  the  Dartmouth  Mills  School  I  was 
able  to  do  this  only  because  thev  allowed  me  to  leave  work  to  take 
care  of  Erin  whenever  she  had  seizures,  "niis  position  was  part- 
time;  therefore  I  was  not  eligible  for  benefits. 

In  June  of  1990,  I  lost  my  position  when  the  Dartmouth  School 
budget  was  reduced.  During  the  past  21  years,  my  husband  has 
been  self-employed  in  real  estate  and  construction.  He  has  been  a 
member  of  Uie  New  Bedford  Chamber  of  Commerce  and  through 
this  affiliation  he  has  qxialified  for  group  insurance  coverage  for  our 
family. 

We  have  seen  our  premiums  increase  fi-om  $50  per  month  to  our 
current  payment  of  $879.69  per  month,  "niis  payment  will  be  in- 


Erin's  severe  seizure  disorder  di 
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creased  again  in  the  near  future.  We  have  not  been  able  to  obtain 
less  expensive  coverage  due  to  Erin's  pre-existing  condition. 

Although  it  has  been  difficult,  we  have  managed  to  pay  these 
high  premiums,  but  now  with  the  depressed  economy,  we  no  longer 
have  the  financial  ability  to  continue.  Erin's  minimum  medical  ex- 
penses are  in  excess  of  ^0  per  month.  That  includes  prescriptions 
and  blood  work  only.  This  figure,  while  considerably  lower  than  our 
current  insurance  premium,  creates  a  great  burden. 

We  have  owned  our  own  home  for  the  past  19  years  and  now, 
due  to  business  conditions,  we  have  lost  our  home  and  are  pres- 
ently moving  into  a  rental  property.  ,  ^  .  . 

During  the  past  week,  we  have  been  attemptmg  to  obtam  infor- 
mation concerning  medical  and  prescription  coverage  for  Erin.  We 
applied  for  SSI  assistance,  and  we  were  told  that  because  we  own 
land,  even  thou^  there  is  presently  no  equity  in  the  land,  that  this 
is  considered  an  unacceptable  resource,  and  therefore  we  are  dis- 
qualified for  assistance.  If  the  resource  we  owned  were  a  primary 
residence,  we  would  qualify.  Our  home  was  required  to  be  included 
as  collateral  for  a  business  loan,  and  when  the  real  estate  economy 
worsened,  our  business  could  not  survive. 

SSI  suggested  we  contact  the  local  welfare  office  for  health  bene- 
fits only.  We  were  again  told  we  did  not  qualify  for  Medicaid  for 
Erin  because  the  land  is  considered  to  be  an  asset  We  then  con- 
tacted the  Epilepsv  Association  of  Greater  Boston,  the  Epilepsy 
Drug  Program,  and  a  social  worker  at  the  Kennedy-Donovan  Cen- 
ter eave  me  the  telephone  number  of  the  Common  Health  Hotline. 

are  presently  awaiting  applications  to  apply  for  assistance. 
Althoui^  the  people  we  contacted  were  very  Imowledgeable  and 
helpfiil,  we  are  most  concerned  that  we  wiU  not  be  eligible  for  any 
assistance  for  our  daughter. 

Our  monthly  medical  insurance  premiums  have  represented  as 
much  as  one-third  of  our  monthly  living  expenses.  After  payine 
medical  insurance  premiums  for  the  past  16  years,  we  have  consid- 
ered having  to  live  without  insurance  coverage  at  a  time  when  we 
need  it  more  than  ever. 

In  conclusion,  we  certainly  never  expected  to  find  ourselves  in 
this  situation,  and  we  are  thankful  that  you  are  looking  into  insur- 
ance problems  which  affect  so  many  families. 

Thank  you  again  for  allowing  us  to  be  heard. 

The  Chairman.  Thank  vou  very  much,  Heidi. 

Let  me  ask  you — and  I  meant  to  ask  this  of  the  Nickersons  as 
well — ^what  does  this  mean  in  terms  of  your  family?  What  kinds  of 
emotions  does  this  conjure  up  when  you  realize  you  are  going  to 
need  some  additional  medical  attention  for  Erin,  and  you  are  see- 
ing the  escalation  of  your  premiums— you  talked  about  close  to 
$900,  and  you  eroect  uiat  will  probably  be  going  up  again.  When 
vou  feel  that  kind  of  squeeze,  what  does  it  do  to  you  and  to  your 
husband? 

Ms.  Chase.  Well,  it  appties  a  lot  of  pressure.  It  makes  you  fear- 
ful. We  have  two  children.  Our  oldest  daughter  is  16.  She  is  eoing 
to  be  a  junior  in  high  school  this  year,  ana  she  is  going  to  be  look- 
ing into  colleges,  we  are  worried  about  her  fiiture.  /^d  we  have 
to  provide  for  Erin  for  the  rest  of  her  life.  It  is  very  uncertain  rig^t 
now. 
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The  Chairman.  I  imagine  the  ^ame  is  true  for  Karen  and  Robert  - 
Nickerson,  as  well,  that  this  kind  of  weighty  burden  in  your  own 
lives  affects  your  family  Itfe  as  well. 

So  often  when  talk  about  the  millions  of  people  who  are  unin- 
sured, we  talk  about  them  in  terms  of  statistics  and  figures  and 
what  we  are  spending  on  GNP  and  health  care  costs,  and  that  it 
is  going  to  rise  to  $L2  trillion  by  the  year  2000.  These  figiires  are 
just  so  mind-boggling,  and  the  crisis  is  reallv  reflected  in  witnesses 
sudi  as  we  have  heard  today.  The  reason  that  we  wanted  to  come 
here  for  the  hearinc— ^e  can  hear  from  experts,  and  we're  going 
to  hear  from  Stu  Altman,  who  is  a  nationiJly  renowned  resource 
on  health  care  policy,  and  once  in  a  while  Stu  will  come  down  to 
Washington  and  testify  for  us— but  we  really  want  to  hear  from 
some  people  who  can  talk  about  the  health  care  crisis  as  it  really 
is,  in  a  very  moving  and  powerful  way. 

We're  glad  to  hear  next  from  Rosemary  Secor. 

Ms.  Secor.  Good  morning,  Mr.  Chairman  and  members  of  the 
committee. 

I  thank  you  for  the  opportunity  to  speak  to  you  this  morning.  My 
name  is  Rosemary  ClarKe  Secor.  I  am  a  certified  family  nurse  prac- 
titioner, formerly  of  the  Massachusetts  General  Hospital. 

Seven  years  ago,  I  established  a  private  nursinc  practice  in  Cam- 
bridge, MA,  where  I  am  the  director  and  senior  clinician.  I  am  also 
an  active  member  of  the  Massachusetts  Nurses'  Association  and 
former  co-chairperson  of  the  State  nurse  practitioner  committee. 

I  want  to  applaud  you.  Senator  Kennedy,  and  your  colleagues  on 
the  HealthAmerica  mil.  It  contains  creative  strate^es  to  help  re- 
solve the  many  problems  of  our  current,  ailing,  health  care  system. 

The  nursing  profession  is  also  worlong  very  hard  to  develop  a 
plan  for  health  care  reform.  Together,  we  can  develop  solutions 
that  wiU  increase  access,  reduce  costs,  and  ensure  quality  of  health 
care  for  every  citizen  of  this  Nation. 

Relative  to  your  bill,  S.  1227,  Fd  like  to  direct  my  comments  to 
the  following  areas:  Use  of  nonphysidan  providers;  reimbursement 
for  preventive  services;  insurance  problems  affecting  access  to 
health  care;  and  small  business  implications. 

First,  my  colleagues  and  I  appreciate  your  bill's  inclusion  of 
nonphysician  providers.  We  need  more  utilization  of  such  providers 
in  all  systems  of  care.  We  have  a  proven  track  record  of  providing 
quality,  cost-effective  health  care.  Therefore,  the  health  care  sys- 
tem should  increase  further  the  utilization  of  such  providers. 

I  have  been  concerned  that  any  plan  altering  the  current  Medic- 
aid system  mi|:ht  inadvertently  eliminate  quaBfied  providers  such 
as  nurse  practitioners,  who  are  now  reimbursed  throup^  Medicaid. 

In  Massachusetts  we  have  over  2,000  nurse  practitioners  in  l^e 
expanded  role  with  nearly  150  employed  in  one  managed  care  sys- 
tem alone.  We  work  in  many  different  settings,  providing  primary 
care  services  to  the  citizens  of  this  Commonwealth,  particularly  the 
underserved  populations. 

Next,  your  bill  would  mandate  reimbursement  for  preventive 
services  such  as  PAP  smears  and  mammograms.  This  is  long  over- 
due. We  also  need  to  expand  coverage  to  include  more  preventive 
services  such  as  counseling  and  healtn  education. 
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My  next  point  relates  to  health  insurance  inadequacies  in  the 
current  system.  In  establishing  my  practice,  I  have  tried  to  create 
a  health  care  system  which  would  be  accessible  to  patients.  We 
offer  sliding  scale  and  free  care  to  individuals  as  their  cases  re- 
quire. Currently  we  do  this  without  |;ovemment  subsidy. 

Increasingly,  patients  are  requestmg  some  kind  of  sliding  scale. 
This  is  due  to  loss  of  jobs,  insurance  coverage,  lowered  insurance 
benefits,  and  hi^er  deductibles.  Offering  care  to  patients  regard- 
less of  their  ability  to  pay  or  get  reimbursed  creates  a  great  finan- 
cial burden  on  me  as  a  small  business. 

In  addition,  thou^^,  patients  who  have  pre-ezistine  health  condi- 
tions are  being  denied  health  insurance  coverage  altogether.  'Hiis 
leaves  whole  families,  as  we  have  heard  this  morning,  without  es- 
sential coverage  should  they  need  hospitalization  or  any  kind  of 
medical  care. 

Such  problems  are  affecting  increasing  numbers  of  middle  class 
famiUes.  Access  to  good  heal&  care  is  no  longer  just  a  problem  of 
the  poor.  To  illustrate  this  situation,  I  would  uke  to  offer  some  pa- 
tient examples  fix)m  my  clinical  practice. 

The  first  case  involves  a  40  year-old  single  mother  with  a  10 
year-old  son,  both  of  whom  have  no  health  insurance.  She  does  not 
qualify  for  Medicaid.  Ten  months  ago  I  evaluated  this  woman  for 
an  episode  of  vaginal  bleeding.  At  uiat  time,  I  urged  her  to  have 
an  ultrasound  and  a  biopsy.  Despite  my  constant  prodding,  she  de- 
layed these  tests,  having  &e  ultrasound  2  months  ago,  and  sched- 
uling the  biopsy  for  several  weeks  from  now.  Numerous  times  she 
convQred  to  me  that  the  cost  of  such  tests  was  why  she  was  putting 
off  having  them.  Hopefully,  she  does  not  have  uterine  cancer  be- 
cause a  long  delay  in  dia^osis  and  treatment  may  have  migor  im- 
plications on  her  prognosis. 

As  a  footnote,  this  same  woman's  mother  died  of  breast  cancer 
at  age  43.  It  took  me  over  a  year,  of  again,  near  continuous  prod- 
ding to  urge  her  to  have  a  mammogram.  She  said  numerous  times 
it  was  because  of  financial  problems. 

My  next  example  is  a  28  year-old  female  who  is  a  fireelance  writ- 
er with  no  health  insurance.  She  recently  came  to  see  me  for  a  pre- 
ventive checkup  and  a  PAP  smear,  whidi  she  hadn't  had  in  years, 
and  some  blood  work.  One  test  came  back  showing  ^e  might  have 
a  possible  life-threatening  blood-dotting  problem.  The  hematologist 
that  I  consulted  urged  her  to  be  immediately  admitted  to  the  hos- 
pital for  evaluation  and  treatment  Upon  my  contacting  her  by  tele- 
phone, the  first  words  out  of  her  moulii  were:  '^o  I  really  have  to 
go  to  the  hospital?  I  have  no  health  insurance.*  At  a  time  when  her 
only  concern  should  have  been  for  her  physical  well-being,  she  was 
worried  about  the  financial  burden. 

My  final  example  pertains  to  a  31  year-old  female  health  profes- 
sional who  I  have  been  seeing  for  over  a  year  for  ovarian  cysts 
which  cause  her  monthly  pain.  Being  self-employed,  she  has  been 
tiyine  to  obtain  health  insurance  for  over  6  months.  Because  she 
has  this  pre-existing  condition,  she  is  being  denied  coverage.  It  is 
very  important  that  she  obtain  coverage  soon  because  her  mcreas- 
ing  pain  may  necessitate  exploratory  surgery  and  expensive  diag- 
nostic tests. 
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Recently  she  asked  me  if  I  would  do  her  a  favor,  and  that  is  not 
disclose  to  the  insurance  company  any  details  pertaining  to  this 
pre-ezistmg  condition.  This  is  an  ethical  dilemma  for  me.  I  would 
like  her  to  receive  health  insurance  to  receive  the  care  she  needs. 
On  the  other  hand,  it  is  illegal  for  me  to  withhold  details  from  her 
medical  records  for  the  insurance  application. 

Obvious^r,  S.  1227  would  help  to  resolve  many  of  these  problems. 
These  are  not  unusual  cases.  It  is  very  upsetting  to  see  such  prob- 
lems  arise  over  and  over  again,  causmg  patients  great  stress  and 
anxiety. 

Finally,  let  me  speak  to  you  as  a  small  business  owner.  I  pres- 
ently employ  seven  individuals,  one  of  whom  is  iull-time.  Even  with 
this  relativeljr  small  staff,  the  cost  of  providing  health  insurance  for 
me  is  prohibitive.  This  bill  would  offer  an  alternative  of  contribut- 
ing to  a  pool  fund  which  would  be  at  this  time  much  more  afford- 
able for  me  and  would  allow  me  to  offer  coverage  to  all  of  my  em- 
ployees. 

The  phase-in  program  would  also  be  helpful  I  also  like  the  idea 
of  estabhshmg  a  standardized  billing  system  and  a  consortia  of  in- 
surance companies.  The  current  system  can  break  the  financial 
back  of  a  small  company.  It  is  confusing,  cumbersome,  and  very 
time-consuming. 

In  summaiy,  I  support  this  innovative  legislation.  It  would  begin 
a  new  era  in  providing  health  insurance  to  every,  single  American. 

Thank  you  for  the  opportunity  to  speak  this  momine. 

The  Chairman.  Veiy  good.  Thank  you  very  much,  Ms.  Secor. 

Could  you  comment  on  the  testimony  we  ve  heard  this  morning, 
about  how  typical  that  is.  We  generally  find  that  those  who  are  op- 
posed to  the  legislation  say,  '^ell,  you  can  find  three  or  four  wit- 
nesses in  a  State  like  Massachusetts,  but  reality  this  isnt  what  is 
happening  out  on  the  front  lines." 

What  can  you  tell  us? 

Ms.  Secor.  I  can  tell  you  what  is  happening  out  on  the  front  line 
is  that  every  day  I  am  as^ed  increasingly  to  offer  free  care,  sliding 
scale,  and  to  he  about  pre-existing  conditions.  It  is  not  the  excep- 
tion anymore;  it  is  the  norm,  and  particularly  wit^  the  economy  the 
way  it  IS. 

So  I  have  this  daily  burden  of  feeling  that  anxiety  and  pain  that 
patients  are  suffering,  such  as  those  m  you  who  have  spoken  this 
morning.  T^afs  why  I  feel  strongly  about  h&ns  here  today. 

The  Chairman.  That  is  enormously  helpfiil  oecause  we  find  that 
in  all  parts  of  our  Commonwealth--rural  areas,  cities,  bedroom 
communities — ^this  is  happening.  And  in  many  instances  we  find  it 
is  happening  with  very  substantial  unemployment,  9.7  percent — 
probably  up  to  13  percent  if  you  include  those  people  who  have 
given  up  lookine  for  any  kind  of  job— they  lose  tnat  health  insur- 
ance veiy  quickly  as  well.  And  even  if  they  have  the  COBRA  cov- 
erage, the  idea,  particularly  if  you  have  a  family,  that  you  are 

going  to  be  paying  the  full  premium  is  beyond  behef.  Even  if  they 
ave  some  savmgs,  those  savings  go  rip^t  out  Uie  window,  virtually 
overnight.  And  yet  they  are  caught  m  that  condition  because  of 
concern  for  their  children  and  the  well-being  of  their  family. 

When  we  look  at  the  flow  lines,  as  well  hear  from  Stu  Altman 
and  others,  that  unless  we  do  something,  Uie  flow  lines  are  not 
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-their  use,  to  the  most  vicious  and  insidious  form  of  insurance, 
which  you  heard  about  today,  which  is  individualized,  personal  ex- 
perience rating — ^which  means  if  you  are  sick,  you  canft  get  health 
insurance;  if  you  are  well,  no  problem.  That  is  the  form. 

Even  insurance  companies — and  by  the  way,  I  am  not  here  blast- 
ing insurance  companies.  They  have  been  forced  to  do  that  to  stay 
alive.  It  is  tiie  system  that  is  a  problem,  not  the  insurance  compa- 
nies. 

Then  the  business  community.  You  have  heard  stories  today 
about  scores — and  we  have  eauunples  all  over  the  country— of  good, 
honest  business  people  who  have  no  choice  but  to  drop  coverage  for 
their  workers  just  at  time  they  need  if,  because  if  they  continue 
it,  they  go  out  of  business.  I  have  talked  to  hundreds  of  people  who 
work  for  large  and  small  corporations  that  are  aU  caught  in  a  maze 
which  we  can't  get  out  of 

Now,  finally,  for  our  hospitals  and  our  physicians  and  our  medi- 
cal establishment^which,  as  you  pointed  out,  is  so  important  here 
in  Massachusetts— 4ook  at  what  is  happening.  T^ey  turn  to  the  in- 
surance company  to  pay  the  bills,  just  at  the  time  that  people  get 
sick;  that's  the  time  we  insurance  company  is  not  there  to  pay  uie 
bills,  which  means  they  wind  up  with  bad  debts. 

The  37  million  uninsured  pay  none  of  the  bad  debts.  We  have  50 
million  others  who  are  undennsured.  Next,  we  used  to  count  on 
government  to  pay  the  bills,  but  look  at  what  has  happened.  In 
most  States,  State  after  State,  the  average  payment  for  Medicaid 
is  about  60  to  70  percent  of  the  hospital's  cost— -this  fine  institution 
we  are  at  today.  The  State  of  Califomia,  60  percent  There  are 
some  States  as  low  as  50  percent  Even  the  Feoeral  Government— 
as  you  pointed  out,  I  chair  the  commission  that  oversees  how  Medi- 
care pays  hospitals.  We  are  now  down  to  90  percent  In  other 
words,  10  percent  of  the  costs  that  a  hospital  says  tfa^r  bear  for 
treating  Medicare  patients  are  not  paid  for  by  the  Federal  Govern- 
ment 

What  does  that  do?  It  shifts  aU  of  those  costs  onto  the  few  of  us 
who  are  still  insured.  As  a  result,  30  percent  of  the  increase  in  pre- 
miums last  year  for  the  average  insured  patient  was  simply  the 
shifting  of  the  costs  that  others  were  not  paying.  As  a  result,  more 
and  more  businesses,  small  and  large,  recognize  that  if  they  don't 
do  something,  they  too  face  financial  catastrophe. 

Finally,  that  group  that  is  the  most  hurt  fay  this  plan  are  the  em- 
ployers that  several  of  your  witnesses  work  for--the  small  busi- 
nesses. It  is  that  group  that  cannot  get  away  from  this  shifting  of 
costs  because  they  are  at  the  bottom  end  of  tiie  shifting  stream. 

For  all  these  reasons.  Senator,  the  plan  that  you.  Senator  Mitch- 
ell, Senator  Rockefeller  and  Senator  Kiegle  have  put  together  is,  in 
my  view,  the  only  alternative  for  our  country. 

There  are  two  others  that  people  talk  about  We  call  it  the  Cana- 
dian-type plan  or  Medicare-tor-all.  The  massive  shifting  that  that 
would  entail  in  terms  of  financing  and  people  working  now  for  the 
private  sector  who  would  wind  up  in  tne  public  sector  is  so  hu£e 
that  the  political  reality  of  that  is  about  uiat  bis.  So  people  who 
mean  well  by  it,  by  pushing  that  plan  are  actually  hurting  us  be- 
cause they  are  diverting  us  fix>m  the  only  legislation  in  my  view 
that  can  work,  and  that  is  a  HealthAmerica-type  plan. 
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going  to  get  narrower;  they  are  getting  more  costly.  There  are  going 
to  be  more  people  and  families  who  are  going  to  be  put  into  these 
circumstances.  1  just  don't  know  how  people  can  do  it. 

As  I  mentioned  earlier  in  the  hearing,  we're  going  to  get  a  vote 
on  universal  access  to  affordable  health  care,  and  I  certainly  hope 
that  those  who  oppose  it  will  at  least  have  the  good  sense  not  to 
come  over  to  tiie  Senate  dispensary  to  get  their  health  care  needs 
taken  care  of.  I  mention  that  in  a  rather  facetious  way,  but  I  just 
feel  very  strongly  about  it. 

I  thank  all  of  3rou  very,  verv  much  for  being  here.  As  I  mentioned 
earlier,  it  is  never  easy  to  talk  about  these  issues,  and  the  best  way 
that  I  can  thank  you  is  to  continue  the  battle.  We  have  been  bat- 
tling a  long  time,  but  we  will  get  some  benchmai^  and  hopefully 
get  a  downpayment  on  this. 

I  am  convinced  that  this  issue  is  similar  to  the  plant  dosinjg  leg- 
islation, where  finally  we  got  it  up  in  position  for  a  vote,  and  it  just 
took  off  like  wildfire  across  the  country,  and  people  were  wondering 
why  it  took  us  so  long  to  enact  it  I  uiink  that  that  is  what  this 
battle  is  all  about,  and  we're  going  to  do  everything  we  can  to 
a^eve  it,  for  you  and  for  families  aU  over  the  country. 

I  want  to  thank  you  all  very,  very  much  for  being  here. 

Our  next  witness  is  Stu  Altman,  whose  many  years  of  experience 
in  the  field  of  Federal  health  policy  makes  him  one  of  this  State's 
and  the  country's  leading  health  care  policy  experts.  He  is  the  in- 
terim president  imd  dean  of  the  Florence  Heller  Graduate  School 
for  Social  Policy  at  Brandeis  University  and  is  currently  serving  as 
the  chairman  of  the  Prospective  Payment  Assessment  Commission, 
ProPAC,  which  is  the  congressionally-legislated  panel  responsible 
for  overseeing  the  Medicare  hospital  payment  system. 

We  are  debated  to  see  you,  Stu,  and  welcome  you  back. 

STATEBIENT  OF  DR.  STUART  H.  ALTBfAN»  INTERIM  PRESIDENT* 
RRANDEIS  UNIVERSnr,  AND  CHAIRMAN,  PROSPECTIVE 
PAYMENT  ASSESSMENT  COMMISSION,  WALTHAM,  MA 

Dr.  Altman.  Senator,  thank  you. 

It  has  been  20  years  this  month  that  I  first  appeared  before  your 
committee  to  discuss  this  issue.  I  know  there  is  no  one  in  this  coun- 
try who  has  worked  harder  to  see  this  type  of  legislation  passed 
than  you  have,  and  I  too  am  optimistic  that  maybe  the  rest  of  the 
country  will  finally  realize  just  how  important  it  is. 

It  mi^t  be  helpful  just  to  summarize  what  has  happened  in  the 
last  20  years  because  of  the  failure  to  pass  such  legislation. 

First  of  all,  the  uninsured  have  grown  fix>m  10  to  12  million  to, 
as  you  said,  34  million — there  are  estimates  of  37  million.  I  am 
convinced  that  when  the  numbers  are  finally  in  for  today,  the  num- 
ber could  be  closer  to  50  million. 

Second,  where  most  of  us  as  middle  dass  people  who  have  had 
health  insurance  and  felt  comfortable  could  rely  on  our  health  in- 
surance when  we  need^  it,  I  think  the  examples  that  you  have 
heard  today  are  testimony  to  the  deterioration,  if  not  close  to  total 
collapse,  that  our  health  insurance  system  is  in  today. 

We  have  moved  from  a  system  where  all  of  us  were  insured  as 
a  community  in  the  Thirties,  Forties,  and  Fifties,  to  what  we  call 
''experience  rating^,  where  every  large  group  was  insured  based  on 
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In  my  view,  there  is  no  alternative,  and  the  alternative  that  will 
result  for  not  passing  HealthAmerica  is  nothing.  Well  catch  up 
here  and  there,  and  well  pay  a  few  extra  bills  here  and  there,  but 
to  the  extent  that  my  20  years  can  tell  you  anything,  if  we  don't 
pass  a  HealthAmerica-tyi>e  plan  today,  20  years  from  now  a  new 
Stuart  Altman  will  probably  be  talking  to  you  again,  telling  you 
about  this  problem. 

Finally,  you  talked  about  how  your  plan  would  work,  and  I  think 
it  is  just  ri^t.  It  maintains  the  employer-based  system  for  those 
who  can  afford  it;  it  builds  a  government  system  for  those  who  can- 
not; it  says  to  employers  if  you  can't  make  the  payment,  you  can 
help  contribute.  It  is  the  ri^t  balance.  But  there  is  something  else 
that  is  very  important 

American  business  and  American  labor  will  not  support  a  plan 
that  is  just  an  open-ended  spigot  for  money  going  into  the  health 
care  S3rstem.  We  spend  $750  bulion  today.  We  wiD  spend  $L7  tril- 
lion by  the  turn  of  the  century.  It  is  already  consuming  12.5  per- 
cent of  our  GNP.  When  you  and  I  started,  it  was  6  percent  By  the 
year  2000,  it  will  be  15  percent 

Now,  people  ask  me  what  does  that  mean,  what  does  15  percent 
of  GNP  mean?  Who  knows?  But  HI  tell  you  what  it  means.  It 
means  that  increasingly  we  as  a  society  cannot  deal  with  other 
human  service  problems.  You,  the  Congress,  our  State  legislatures, 
spend  more  time  worrying  about  one  issue — paying  for  health 
care — ^than  they  do  all  &e  other  issues.  Fifteen  percent  means  for 
many  people  30  and  40  and  50  percent  of  their  budget,  because  it 
doesn't  fall  equally. 

This  huge  burden  has  to  slow  down.  So  we  have  a  twin  problem. 
We  need  to  provide  universal  access,  which  I  think  HealtlAm erica 
does.  But  we  also  need  to  do  it  in  a  cost-effectrve  way. 

I  am  pleased  to  see  all  the  cost  containment  proposals  that  you 
have  in  your  plan,  particularly  this  new  technique  that  you  have 
introduced,  which  is  to  create  a  Federal  Reserve-t^rpe  board  at  the 
national  level  which  brings  together  aU  of  the  mfgor  groups  under 
a  set  of  guidelines  that  says  we  want  national  protection  for  eveiy- 
body,  but  we  want  the  rate  of  growth  in  spending  to  be  in  line  wiui 
our  national  income.  No  sector  should  have  an  open  blank  check  to 
be  able  to  write  in  any  number  they  want,  and  basically  that^s 
what  the  health  care  sector  has  todav. 

I  like  this  idea  of  a  national  board.  I  had  proposed  that  it  might 
be  tougher,  mandatory,  but  I  can  appreciate  why  the  bill  does  what 
it  does — because  it  aDows  doctors,  hospitals,  insurance  companies, 
business  to  come  together  in  a  less  contentious  way.  And  I  appre- 
ciate the  idea  that  what  you  have  said  to  them  in  this  bill  is  we 
will  dye  you  a  shot  of  working  throug^i  it  voluntarily,  but  bear  in 
mind  if  you  can't  get  the  rate  of  growth  in  spending  in  line  with 
our  national  income,  we  are  going  to  make  this  mandatory. 

That  seems  to  me  to  be  the  right  approach.  Also— lef  s  face  it — 
this  is  a  complicated  piece  of  le^lation  to  put  forward.  I  have 
worked  in  this  field  for  a  long  tmie,  and  maKing  such  a  system 
work  is  not  easy.  I  for  one,  if  I  were  in  that  position,  would  like 
the  ability  to  do  it  more  slowly  than  being  forced  to  do  it  ri^t 
away. 
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This  sjrstem  has  woiked  in  countries  like  West  Germanv.  It  has 
worked  in  other  European  countries.  Now,  I  am  not  advocating 
their  83rstem  for  ours— but  to  say  that  we  can't  learn  from  those 
systems  is  the  worst  form  of  blindsided  view  about  what  is  good  in 
America  and  what  isn't 

This  is  a  good  plan,  Senator,  and  I  can't  tell  you  how  mudi  in 
support  I  am  of  it  If  there  is  an3rthine  I  can  do  to  help  to  pass  it 
now,  I  am  all  with  you,  and  I  wish  it  nad  been  done  20  years  ago. 

Thank  you. 

[The  prepared  statement  of  Dr.  Altman  follows:] 
Pbspabed  Sfatement  of  Dr.  Altman 

Good  moraing,  Bir.  Chainnan,  thank  yen  for  inviting  me  to  testi^  before  you  this 
morainff  on  this  most  important  oodal  issue.  Befonn  of  our  health  care  financing 
BywUmhBB  never  been  more  important.  Evidence  is  monnting  that  unless  something 
substantial  is  done  and  done  soon,  the  basic  underpinnings  of  the  wav  we  finance 
our -$760  billion  health  care  tytittm  could  ooUapoe.  No  longer  is  the  problem  focused 
entirely  on  the  social  dismoe  that  almost  40  million  Americans  have  no  protection 
against  the  costs  of  verv  oi^  medical  bills.  Today,  millions  of  middle  income  Ameri- 
cans, most  of  them  working,  fear  that  when  they  need  it,  their  health  insurance  pro- 
tection wiH  not  be  there. 

In  survey  after  survey  Americans  indicate  that  they  dislike  their  health  system 
more  than  dtizens  of  Cansds,  Great  Britain,  or  West  Germany.  This  dislike  is  not 
directed  toward  their  doctors,  or  the  hij^  quality  of  our  hospital  system.  It  is  based 
on  fear  that  our  health  financing  S3rstem  will  not  provide  the  protection  it  should, 
and  on  the  extremely  hi^  cost  of  our  medical  care,  whidi  is  60  percent  to  100  per- 
cent more  expensive  per  capita  than  the  care  available  in  these  otner  countries. 

Let  me  state  up  firont  that  I  support  the  basic  structure  of  the  THealthAmerica" 
proposed  legislation.  My  support  is  oased  on  an  appreciation  of  the  many  problems 
m  our  current  health  fin«wring  qrstem  and  what  uus  legislation  could  do  to  remedy 
these  faihngs.  It  is  also  based  on  my  support  for  putting  in  place  a  strong  and  efifoc- 
tive  system  for  controlling  the  rate  of  growth  in  nealth  spending.  Here  too  I  think 
the  legislatbn  that  yon  are  oosponsonng  iadndes  the  necessary  mechaniams  for 
dealing  with  this  complipatad  problem. 

What  Is  The  PboblbI? 

First,  with  health  spending  absorbing  more  than  12.5  jperoent  of  GNP— we  face 
a  threat  that  this  esrsletipg  srowth  in  health  care  spending  which  is  projected  to 
readi  15  percent  of  our  GNP  by  the  year  2000  wifl  take  away  our  capacity  to  pro- 
vide many  other  personal  and  societal  needs.  While  this  in  itself  is  a  serious  prob- 
lem, we  now  fooe  the  additions]  problem  that  the  maflnitude  of  our  health  spend- 
ing—$1.76  trillion  by  ^  year  2000— will  lead  to  the  disintegration  of  the  financing 
system  that  we  depnid  on  to  pay  for  health  care.   

The  voluntaiy  heal&  finatining  system  that  we  put  together  (hiring  WWII,  which 
relied  on  enq>loyer  sponsored  health  insurance,  is  breaking  down,  tiiis  Noluntary 
compact*  between  business  and  labor  unions  fonnulated  during  a  period  of  business 
expansion  and  hi^  employment  was  designed  to  be  a  modest  cost  fiinge  benefit 
With  business  able  to  control  the  extent  and  benefits  structure  of  the  paduige, 
unions  were  also  able  to  daim  success  in  their  efibrts  to  gain  generous  benefits. 
Moreover,  for  eveiyone  with  a  stake  in  health  care,  this-finandnff  wyttem  was  ideal. 
Fhj^dans,  hospital  managers,  insurance  companies,  the  insurva  workers  and  their 
families  all  benefited.  And  idien  partnership  with  government  health  programs  for 
the  elder^  and  the  poor  were  added,  the  w»<mW>r  of  the  uninsured  by  the  early 
ISTO's  was  at  an  all  ^oae  fow. 

With  hindsight  it  is  dear  that  we  lived  in  a  state  of  euphoria— to  have  assumed 
that  with  time  and  the  rapid  expansion  of  our  health  care  system,  the  number  of 
Americans  without  insurance  would  keep  getting  smaller  and  that  spending  ,  for 
health  services  would  not  grow  beyond  our  means  to  support  it— was  dearly  naive. 
All  that  has  dianged.  Todi^,  in  addition  to  the  37  million  uninsured— and  I  would 
venture  that  almost  everyone  in  this  room  knows  personally  of  someone  dealing 
with  the  ni^tmare  of  no  health  insurance  coverage— we  face  the  real  possibility  of 
a  maior  breakup  of  our  voluntary  employer  based  insurance  system.  Beginning  with 
the  decline  of  tne  rust  beh  and  the  movement  of  many  manufacturing  jobs  off  the 
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>  ■  xDAinland  to  todajr'B  levere  eoonomk  problems,  we  are  weing  the  break-down  of  this 
vohmtaiy  bunness-labor  compact. 

Employers  are  lookiiig  to  reduce  all  busineas  expenaes,  and  health  inmirance, 
which  is  often  the  fastest  growing  segment  of  their  total  costs,  is  a  migor  target. 
They  are  limiting  benefits,  they  are  CTchiding  certain  tjrpes  of  hi^  cost  illnesses, 
and  often  are  puflin^  away  from  covering  non-woiking  family  members.  In  more  ana 
more  instances,  busmesses  have  decided  to  drop  health  insurance  for  all  employ- 
ees—forcing woikers  to  seek  health  insurance  on  their  own— a  formidable  ana  ex- 
pensive option.  Ihese  actions  are  not  the  result  of  insensitivity  bv  business  execu- 
tives, rataer  they  often  are  the  last  action  they  take  to  head  oil  the  total  failure 
of  their  company.  It  is  ironic  that  we  ask  those  are  the  least  able  to  afford  it — 
small  low  income  firms — to  pay  the  hi^est  per  woiker  premiums  for  basic  health 
protection.  Faced  with  such  an  option  many  no  dioice  but  to  not  provide  coverage. 

Insurance  companies  w\ach  in  the  past  provided  business  with  a  variety  of  new 
options  to  pleaae  their  employees,  are  no  longer  able  to  extend  the  range  of  oenefits, 
pay  hi^r  and  hi^ier  bilis,  and  retain  manageable  premiums.  The^  sedc  to  become 
more  selective  of  who  and  what  they  will  cover.  So  from  the  oomrartable  stance  of 
ofiering  health  insurance  to  all  comers,  oonqtanies  are  now  being  (breed  to  turn  to 
tedmiques  that  they  dont  even  support,  whicfa  are  designed  to  limit  their  premium 
liability.  These  new  tedmiques  are  based  on  several  fbnns  of  "individualized  experi- 
ence rating,*  where  rates  are  based  on  the  predicted  health  costs  of  an  indivioual, 
rather  than  on  the  "conqmct"  that  induded  eveiyone.  No  one  concerned  about  the 
important  human  service  of  health  care  can  be  h^>py  about  this  *vidous'  practice 
of  mdividualized  experience  rating. 

Government— botn  federal  and  state— wfaidi  has  been  a  champion  of  helping  to 
bring  health  insurance  to  the  elderly,  the  poor,  and  the  disabled,  now  faced  with 
growing  numben  under  their  protection  and  increasing  costs  has  had  to  use  its 
maiket  and  legislative  powers  to  restrict  spending  and  restrict  services.  Several 
state  Medicaid  programs  are  now  pajnng  far  less  than  hospitals  daim  it  costs  to  pro- 
vide these  services.  In  some  areas,  sudi  o  California,  Medicaid  payments  to  hos- 
pitals average  only  about  60  percent  of  the  costs  of  the  care.  Even  the  Federal  Gov- 
emnaent  is  now  piQang  hospitals  on^  90-85  pereeot  of  the  cost  of  the  average  Medi- 
care patients,  more  than  half  the  hospitals  are  k>sing  money  on  Medicare  patienta. 

The  bottom  line  is  that  hospitals,  fadng  a  growing  number  of  uninsured  or 
underinsured  patients  are  unable  to  count  on  lai:^  government  pasrments.  In  order 
to  cover  costs,  th^r  "shift"  costs  and  add  surdiar^  on  to  private  patients.  In  1991 
almost  80  percent  of  premium  increases  for  pnvate  insnranoe  were  these  extra 
diarges.  this  adds  fuel  for  business  to  further  cot  badL  on  their  health  insurance 
coverage. 

Ihere  are  no  more  deep  podtets  to  count  on  to  finance  the  millions  of  uninsured 
and  underinsured  as  weD  as  underpayments  by  government.  Instead,  we  need  a 
comprdiensive  restructuring  of  our  financing  system  where  all  will  snare  in  this 
burden,  and  an  efiective  program  to  control  the  rate  of  growth  in  future  health 
spending. 

PossiBLB  Solutions 
In  my  view,  there  are  three  poasible  solutions: 

The  first  is  a  total  government  take-over  as  existe  in  Canada,  where  the  system 
is  financed  by  government  whidi  ooUecta  the  taxes  for  health  care  and  pays  the 
bills. 

The  second  is  a  "HeahhAmerica"  type  propoaal,  i^udi  builds  on  existing  arrange- 
ments, re^sring  on  private  employer-basea  insurance  for  the  protection  of  most  indi- 
viduals but  calling  for  greater  government  involvement. 

The  third,  is  an  effort  to  patch  up  our  mmt\n^  system  with  attempto  bv  the  gov- 
ernment to  fix  market  in^ierfections,  expand  Mediosid  and  stimulate  market  incen- 
tives to  control  health  care  costs. 

I  think  that  efibrts  devoted  to  patdiing  the  system  will  not  work,  the  holes  are 
too  large,  the  problems  are  rapidlv  worsening  and  I  believe  even  if  the  patches  were 
put  in  place  we  would  still  see  millions  of  Americans  without  coverage  while  health 
spending  continues  to  rise  faster  than  our  national  income. 

On  the  other  end  of  the  spectrum,  I  do  not  see  a  total  government  system  as  a 
feasible  alternative.  Not  because  it  wouldn't  work,  but  because  it  would  require  sudi 
a  massive  redistribution  in  who  pa^  for  health  care  and  shift  thousands  of  jobs 
bum  the  private  sector  to  the  puohc  sector  that  it  is  not  politicaUy  acceptable  in 
the  current  US,  environment.  I  also  happen  to  beHeve  that  over  time  it  would  lead 
to  a  deterioration  in  the  overall  quality  of  our  health  systenL  Besides  it  is  a  radical 
alternative  that  is  not  necessaiy. 
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•I  turn  then  to  'HeaHhAmerica*  which,  with  hindfright  and  foreaii^t  is  a  well  de> 
8i|ned  example  of  the  oniy  likely  politically  acceptable  ahemative  that  can  do  the 

HbalthAmerica 

"HealthAmerica*  is  a  health  care  refonn  moposal  that  in  my  view  seeks  to  stake 
a  among  all  of  the  interest  groups,  in  disnissing  the  proposal  I  quote  from 

HeniT  Aaron,  m  well  respected  health  economiBt,  who  reminds  us  in  his  most  re- 
cent book.  Serious  and  IhuiabU  Conditions:  Financing  America's  Health  Cart*  that 
'Vie  task  of  reformers  should  be  to  find  politically  acceptable  ways  to  improve  the 
current  system,  not  to  argue  what  might  be  the  best  system  if  current  arrangement 
did  not  exist." 

Ihe  cornerstone  of  HealthAmerica  is  the  requirement  that  all  empbyers  either 
make  available  an  acceptable  type  of  health  insurance  coverage  to  all  their  full  time 
woikers  or  piQr  a  wage  based  tax  into  a  government  fund  tram  whidi  audi  unin- 
siuped  woitors  can  be  protected.  As  you  Imow,  Senator,  I  am  not  a  recent  convert 
to  this  iYpe  of  apmach.  A  variant  of  this  method  of  coverins  all  working  Americans 
was  inouded  in  msident  Nixon's  Comprehensive  Health  kisurmnoe  Flan,  whidi  I 
he^wd  draft  in  1978.  My  oontinning  support  of  this  approach  is  based  on  two  fun- 
daxnental  beliefs  in  addition  to  its  politiau  appeal 

(1)  There  is  real  value  in  kaepinff  as  muoi  of  our  health  care  system  as  possible 
dose  to  the  individuals  involved,  n  we  shift  the  responsibility  M  paying.  Tor  this 
hii^ily  personal  service  to  a  distant  government  body  we  k>se  an  important  linkage 
between  the  patient  and  his/her  doSor  or  hospitaL  In  some  circumstances  such  a 
shift  is  unavoidable.  But  where  it  is  not,  we  should  tiy  to  preserve  its  personal  char- 
acter. 

(2)  A  critica]  component  of  any  national  health  plan  is  how  effective  it  will  be  in 
controlling  health  costs.  This  is  not  an  easy  task  and  needs  all  the  allies  it  can  get 
to  make  it  woik.  By  keeping  ttie  system  enq>]oyxnent  based  and  allowing  some  vari- 
ation in  premium  it  provides  incentives  for  patient  and  employers  to  nelp  in  the 
task  of  sk>wing  the  rate  of  growth  in  health  spending.  As  a  ibnner  Federal  health 
care  regulator,  I  know  first  hand  how  important  it  is  to  have  friends  dose  to  the 
point  of  the  actual  use  of  services. 

There  are  many  important  elements  of  Health  America  that  deseive  special  atten- 
tion. Among  these  none  is  more  inqiortant  than  how  to  plan  would  opnate  to  sbw 
the  rate  of  growth  in  health  spending.  I  think  we  have  passed  the  pout  where  any- 
one would  support  a  reform  of  our  health  system  wbiA.  does  not  put  a  serious  bredc 
on  a  spending  mwhsnism  that  continues  to  grow  twice  or  three  times  faster  than 
our  national  mcome. 

Among  its  many  elements  that  are  designed  to  control  health  care  spending  the 
proposal  sets  up  a  system  of  Federal  ana  State  agencies  to  oversee  the  nation's 
neahh  care  eamendxtures.  While  sudi  a  svstem  would  be  unique  for  this  countiy. 
variations  of  tnis  plan  have  worited  in  omer  countries.  The  Board  at  the  Fedend 
level  would  represent  the  interests  of  the  public  at  laige  and  would  set  goals  tar 
total  agmgate  eiqienditures  on  health  care  and  its  major  segments.  Fm  particulariy 
intrigued  by  the  use  of  separate  negotiating  units  under  the  Board  w^ai  would  in- 
clude the  nuujor  payor  and  provider  groups.  Sudi  negotiating  units  would  be  charged 
with  developing  payment  systems  that  would  implement  the  broad  goals  of  the 
Board.  As  an  alteniative  States  could  set  up  systems  to  adiieve  the  same  goals. 
Sudi  a  state  svstem  would  coordinate  the  rates  that  different  groups  pay  for  the 
same  service.  One  fisature  of  our  current  approach  to  paying  for  nealth  care  is  that 
eadi  of  the  miyor  payor  groups  tries  to  limit  its  expenses  even  if  it  means  hi^er 
coats  for  the  weaker  groups  down  the  line.  Hopefully  the  state  units  would  end  sudi 
practices. 

We  should  applaud  and  support  a  mfffhanism  whidi  geto  aB  the  interested  parties 
around  the  table  with  the  goal  of  universal  health  insurance  coverage  that  will  not 
continue  to  fuel  inflation  oinealth  care  costs. 

There  are  those  who  support  the  Expenditure  Board  approadi  of  HealthAmerica, 
but  want  it  to  be  stronger;  to  have  the  power  to  enforce  its  recommendations  and 
to  establish  a  cap  on  total  health  care  spending  for  the  nation.  I  must  admit,  Mr. 
Chairman,  that  I  have  been  one  of  them.  Nevei^eless,  I  can  appreciate  why  this 
plan  stops  diort  of  these  ti^  controls.  By  doing  so  it  leaves  more  flexibility  in  the 
system  for  individual  initiative  on  the  part  of  states  and  employers  to  develop  new 
techniques  for  balancing  access,  quiQity  and  costs.  It  also  brings  to  the  table  in  a 
less  contentious  manner  all  the  m«or  provider  and  payer  groups,  but  warns  them 
that  if  this  more  flexible  s]fstem  fails,  Congress  can  make  the  recommendations  of 
the  Eiqpenditure  Board  mandatory. 
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By  focusing  on  the  Fedend  Expenditure  Board  I  don't  mean  to  minimize  the  im- 
portance of  the  other  cost  containment  features  of  the  plan.  Fm  particulariv  support- 
ive of  the  need  to  eliminate  unnecessary  or  ineffective  care  and  to  reduce  the  admin- 
istrative expenses  of  the  system.  Provisions  of  the  plan  would  certainly  move  us  in 
that  directiaQ. 

Aid  to  Small  Business 

FinaUy»  and  perhaps  most  important^  the  plan  attempts  to  confront  the  issue  of 
how  to  assist  mall  business.  Every  study  of  the  uninsured  points  up  the  fact  that 
the  size  of  the  finn  is  a  key  factor  as  to  whether  it  offen  its  woiken  health  insur- 
ance coverage.  Whereas  onJv  2  percent  of  firms  with  more  than  100  employees  do 
not  offer  such  protection,  almost  76  percent  of  firms  with  less  than  10  employees 
do  not  offer  coverage.  Reasons  for  not  offering  such  basic  protection  focus  on  the  ex- 
traordinary high  cost  of  sudi  coverage  for  small  employen  particularly  in  relation- 
^p  to  the  lower  wages  paid  by  sudi  firms.  As  I  said  previously,  one  of^ the  insidious 
aspects  of  our  current  Qfvtem  is  that  it  is  just  those  mms  that  can  afford  it  the  least 
^at  are  required  to  pay  the  hi^iest  premiums.  I  know  that  there  are  some  rep- 
resentatives of  small  Business  that  condftmn  any  plan  which  requires  them  to  offer 
basic  health  insurance  ooverase.  It  is  hard  for  me,  iiowever,  to  imagine  another  type 
of  proposal,  which  is  not  total^  paid  for  by  taxes,  that  will  really  address  the  health 
care  financing  problems  of  the  country  and  that  provides  a  more  balanrpd  approach 
for  small  business  than  HeahhAmerica. 

In  the  remaining  allotted  time,  Mr.  Chairman,  I  will  turn  to  Massachusetts  which 
has  special  importance  as  we  stu^  the  HeahhAmerica  poposaL 

Massachusetts  is  an  acknowledged  leader  in  the  health  care  world.  Its  hospitals, 
medical  sduwls  and  resevdi  efforts  benefit  all  of  us.  There  is  a  responsibility  to 
see  that  this  national  resource  continues  to  functioiL  Tliere  is  also  a  responsibility 
to  assure  the  business  community  and  the  residents  of  Ma  sssrhn  setts  that  the 
money  it  spends  for  health  care  is  money  well  spent. 

The  finanrial  recession  in  the  Commonwealth  as  you  well  know,  has  been  severe. 
Some  attribute  part  of  the  problem  businesses  face  in  Massadmsetts  to  the  very 
h^  health  insurance  costs  of  the  state,  others  credit  the  health  sector  for  staving 
o£r  an  ever  more  serious  economic  decline.  It  seems  to  me  that  both  are  correct,  and 
both  could  benefit  with  the  passage  of  the  HeahhAmerica  legislation.  For  the  health 
sector  it  puts  into  place  a  more  secure  financing  system  thit  will  insure  the  finan- 
cial viability  of  the  mdustry  for  vears  to  come.  Witbout  sudi  a  plan  the  health  sector 
could  become  our  next  S&L  in<mstry.  But  the  finanrial  security  of  the  health  care 
sector  should  not  come  at  the  expense  of  an  unacceptaUy  large  burden  on  the  rest 
of  our  economy.  Tht  cost  containment  provisioiis  oi  the  fdan  are  designed  to  ease 
this  burden. 

It  is  therefore  not  surprising  that  Mssssrhu setts  developed  and  passed  the  most 
comprehensive  and  balanced  state  health  financing  tywbtm  in  the  nation  several 
years  ago.  While  the  current  state  economic  crisis  has  put  off  the  full  inq>lementa- 
tion  date,  the  legislature  has  rejected  attempts  to  repeal  the  law  because  they  real- 
ize its  in^rtanoe  to  both  our  health  care  industry  and  tiie  Commonwealth's  econ- 
omy. Passase  of  HeahhAmerica  would  make  the  state  law  unnecessary  and  would 
ease  some  of  the  unavoidable  economic  burdens.  Estimates  suggest  that  at  least  half 
of  the  added  state  expenditures  would  be  shared  with  the  Federal  government 
under  the  HeahhAmerica  plan.  It  also  would  not  single  out  business  in  Massadm- 
setts  with  any  unique  buroens  as  we  attempt  to  balance  the  burdens  of  funding  our 
health  systenL 

There  is  mudi  more  that  could  be  said  both  about  the  need  for  this  leg^ation 
and  the  problems  we  face  without  it,  but  I  realize  the  limitation  of  time  at  tms  hear- 
ing. I  stand  ready  to  work  with  you  and  othen  in  helping  to  make  reform  of  our 
health  care  system  a  reality. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  discuss  this  most  critical  issue. 

The  Chairman.  Thank  you  very  much,  Stu. 

Let  me  ask  you  about  the  cost  containment  provisions  which  in- 
clude insurance  market  reform,  provisions  to  reduce  unnecessary 
care  and  administrative  costs,  and  tiie  Federal  Health  Expenditure 
Board  to  try  to  begin  the  process  of  n^otiations  between  providers 
and  consumers.  At  least  it  was  my  impression  in  here  that  the  pro- 
viders understand  that  this  is  really  the  last  chance  before  some 
kind  of  real  collapse  of  the  health  care  system,  particularly  given 
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the  additional  kinds  of  burdens  to  the  health  care  that  we're  get- 
ting from  substance  abuse  and  AIDS.  So  they  have  an  interest  I 
think  that  insurance  companies  understand  this  is  really  their  last 
chance  as  well.  There  is  also  downward  pressure  on  consumers  in 
terms  of  keeping  control  of  costs. 

So  in  the  board,  I  think  rather  uniquely,  there  is  a  different  dy- 
namic for  having  a  real,  true  negotiation  and  downward  pressure 
in  terms  of  costs. 

I  would  just  throw  that  out  as  an  observation  to  get  your  reac- 
tion. 

Dr.  Altman.  Well,  I  like  vou  have  spent  many  hours  with  the 
various  provider  groups,  the  nospitals  and  the  physicians.  And  like 
you,  I  have  noticed  a  sea  of  change  in  their  attitude.  As  early  as 
a  year  ago,  costs  were  not  a  problem;  we  should  just  have  access; 
we  need  universal  access.  Now  they  recognize,  as  you  said,  that 
this  really  is  their  last  chance  for  some  meaningful--and  I  want  to 
emphasize  meaningful — legislative  change,  short  of  a  total  govern- 
ment takeover. 

This  kind  of  panacea  that  sort  of  patching  together  the  mar- 
ket here  and  fidng  up  a  littie  here,  we  can  solve  our  problems, 
anybody  who  has  reafiy  spent  time  in  this  industry  knows  that 
won't  work.  So  really,  the  only  alternative  to  a  plan  like  yours  is 
a  total  government  takeover. 

Now,  I  don't  say  that  in  the  most  negative  of  terms,  but  I  am 
convinced  as  I  think  you  are,  that  not  only  politically  it  wouldn't 
woik,  and  not  only  that,  I  think  it  is  bad  for  our  health  care.  It 
is  important  if  possible  for  health  care  to  be  as  close  to  the  individ- 
ual as  possible,  and  there  is  a  lot  of  value  in  our  system. 

Now,  there  are  stiU  a  lot  of  people  out  there  in  the  United  States, 
as  you  know  well,  who  are  just  blind  to  this  or  are  makine  so  much 
money  on  it  that  they  don't  want  to  hear  about  it,  and  they  are 
powerful  forces  preventing  these  kinds  of  dianges  from  takine 

glace.  But  I  hope,  as  you  pointed  out,  that  enough  physicians  and 
ospital  administrators — and  I  have  talked  to  many  m  them— will 
rea&ze  that  it  is  in  their  interest— in  their  interest^--that  we  come 
up  with  an  effective  cost  containment  plan  because  the  alternative 
is  Jgpingto  be  far  worse. 

The  CHAIRMAN.  Are  there  lessons  from  your  work  with  the  Medi- 
care program  and  ProPAC  that  you  think  are  relevant  to  these 
kinds  of  problems? 

Dr.  Altman.  Yes,  there  are,  and  th^  are  both  positive  and  nega- 
tive. For  those  pecmle  in  the  audience — you  may  not  know— Medi- 
care in  1983  passed  a  new  way  of  paying  for  hospitals  which  basi- 
cally say  we're  not  going  to  pay  you  your  costs;  you  are  going  to 
get  a  fixed  amount  of  money  per  procedure,  and  vou  know  what  it 
IS,  and  you  have  to  spend  your  money  accordii^iy.  It  is  a  budget, 
like  every  one  of  us  nave  to  hve  by.  And  in  &ct  it  has  broui^t 
about  a  number  of  positive  changes  on  the  part  of  hospital  adminis- 
trators trying  to  work  within  the  budget  So  in  that  sense  it  has 
been  positive. 

The  n^ative  of  it  is  that  we  also  know  that  as  long  as  there  are 
a  lot  of  different  spigots  where  the  money  comes  from,  if  one  of 
them  slows  down,  the  natural  tendency  is  to  go  for  the  next  one. 
And  not  so  much  in  Massachusetts,  but  in  otiier  parts  of  the  Unit- 
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ed  States,' when  Medicare  cut  back  a  little,  they  just  increased  the 
extra  costs  onto  the  private  sector. 

So  what  I  learned  were  two  thin^:  These  kinds  of  controls  can 
work,  but  thev  can't  be  piecemeal.  Ihey  need  to  be  comprehensive. 
And  that  is  what  your  plan  does,  and  that  is  what  I  think  is  critical 
to  make  this  system  work.  We  need  to  have  a  comprehensive,  uni- 
versal proenram.  I  think  the  one  that  Massachusetts  put  together 
would  wor^  but  believe  me,  I  think  asking  a  State  to  do  it,  faced 
with  an  array  of  States  around  it  that  do  not  do  it,  is  asking  a 
State  almost  at  times  to  commit  economic  hari-kari. 

This  is  a  Federal  program,  and  I  think  it  requires  Federal  legis- 
lation. 

The  Chairman.  Well,  youVe  answered  one  question  which  is  that 
some  of  our  colleagues  uiink  we  ou^t  to  have  a  lot  of  experimen- 
tation in  the  different  States  and  then  see  what  works,  and  I  think 
you  have  referenced  what  would  probably  be  the  result  if  you  have 
one  State  trying  to  ensure  universal  access  and  a  sea  of  other 
States  that  are  not  prepared  to  deal  with  it  in  a  comprehensive 
way. 

Coiild  you  outline  just  brieflv  what  you  think  the  impact  of 
AmeriCare  wouJd  be  on  Massachusetts,  and  how  would  our  State 
benefit? 

Dr.  Altman.  I  think  our  State  would  benefit  in  several  very  im- 
portant wavs.  First  of  all,  health  care  in  this  State  is  very  impor- 
tant. I  don  t  think  it  is  saying  too  much  to  say  that  we  have  the 
finest  hospitals  and  medical  care  system  in  the  world.  You  can  see 
that  by  the  number  of  people  who  come  here.  It  is  the  largest  em- 
ployer in  Massachusetts.  It  is  financially  on  a  veiy  rocky  founda- 
tion. It  needs  a  HealthAmerica  type  plan  to  shore  it  up.  Right  now 
it  is  sailing  hig^,  but  underneath  it  are  the  stories  you  neara. 

So  first  and  foremost  this  plan  is  good  for  the  health  care  sector. 
But  we  also  have  the  hi^est  healui  insurance  premiums  in  the 
world  here  in  Massachusetts,  whidi  is  not  eood  for  our  business 
community.  HealthAmerica  can  and  should  bring  about  a  rate  of 
growth  in  health  care  spending  which  is  much  closer  to  our  na- 
tional income  so  that  the  business  community  can  budget  for  it  in 
the  future. 

Finally,  the  Massachusetts  plan  alone  requires  substantial  extra 
payments  on  the  part  of  the  State  of  Massachusetts  alone. 
HealthAmerica  would  allow  the  Federal  Government  to  share  in 
that  responsibility.  It  should  be  a  national  responsibility,  not  a 
State  responsibility.  So  for  the  health  care  community,  for  the  busi- 
ness community  and  for  us  as  citizens  of  Massachusetts,  this  is  a 
much  needed  piece  of  legislation. 

The  Chairman.  OK  Thanks  veiy  much,  Stu.  We  really  appre- 
ciate it 

Dr.  AltiiIAN.  Thank  vou.  Senator.  It  is  my  pleasure. 

The  Chairman.  We  look  forward  to  keeping  in  contact  with  you 
as  we  move  ahead.  Thanks. 

Our  third  panel  includes  two  individuals  representing  two  dif- 
ferent ends  of  the  business  world,  but  similar  in  that  they  are  both 
experiencing  first-hand  the  devastating  dSects  of  rising  health  care 
costs. 
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Jim  Ansara  is  the  owner  of  a  Boston-based  construction  com- 
pany, Shawmut  Design.  Mr.  Ansara's  company  is  doing  better  than 
most  in  the  construction  industry  in  these  tough  times.  In  flEict  I 
understand  Shawmut  Desien  is  currently  design  in  the  restoration 
projects  being  done  on  Newbury  Street  in  Bad^  Bay. 

As  tiie  owner  of  a  growing  medium-sized  business,  Mr.  Ansara 
wiU  be  discussing  the  difficulties  he  £aces  in  insuring  workers  in 
an  industiy  that  many  insurers  routinely  redline. 

Sandra  Felder  is  president  of  Local  598  of  the  Service  Employees 
International  Union,  AFL-CIO.  Ms.  Felder  represents  some  10,000 
members  who  serve  our  State,  performing  valuable  roles  in  health 
care,  building  services,  and  other  important  human  service  sectors. 

Today  Ms.  Felder  will  talk  about  how  the  effects  of  runaway 
health  care  costs  are  eroding  the  wages  of  the  members  and  why 
the  need  for  comprdiensive  nealth  care  reform  cannot  be  put  off 
any  longer. 

Mr.  /oisara. 

STATEMENTS  OF  JAMES  ANSARA,  PRESIDENT,  SHAWBfUT  DE- 
SIGN  AND  CONSTRUCnON,  BOSTON,  MA,  AND  SANDRA 
FELDER,  PRESIDENT  AND  EXECUTIVE  DIRECTOR,  LOCAL 
609,  SEIU,  AFL-CIO,  BOSTON,  MA 

Mr.  Ansara.  Thank  you.  Senator. 

I  am  president  and  founder  of  Shawmut  Design  and  Construc- 
tion, a  construction  company  located  in  Boston,  with  annual  reve- 
nues of  approximately  $25  million.  I  am  also  in  my  third  year  as 
a  trustee  of  the  Massachusetts  Carpenters  Health  and  Welfare 
Fund. 

I  do  not  claim  to  be  an  expert  on  the  health  care  system  or  the 
accompanying  politics  that  go  with  it  I  do  know  business.  And 
from  my  vantage  point  as  a  small  business  owner,  Fd  like  to  make 
some  comments  on  the  health  care  crisis.  I  appreciate  the  oppor- 
tunity to  share  my  opinions  with  the  committee. 

Shawmut  was  founded  in  1982  and  has  eiq>erienced  phenomenal 
growth  over  the  last  9  years,  now  employing  on  average  85  persons. 
We  were  named  one  of  the  15  fastest  growing  private  companies 
in  New  England  for  3  years  and  rated  among  Inc.  Magazine's  500 
fiastest  growing  companies  for  the  last  5  years. 

One  of  the  most  critical  &ctors  in  my  company's  erowth  and  suc- 
cess has  been  our  ability  to  attract  and  keep  a  hign^  skilled,  moti- 
vated, and  productive  woik  force  at  all  levels  in  the  company.  We 
have  been  able  to  do  so  in  lai^  part  due  to  our  willingness  to  pro- 
vide exceUoit  ben^ts— especmlly  hesJth  benefits— for  our  employ- 
ees and  their  famihes. 

Shawmut  provides  its  employees  with  a  comprehensive  health 
plan  that  is  100  percent  company-funded.  This  costs  us  approxi- 
mately $3  per  employee  hour.  This  is  a  veiy  significant  con- 
tribution and  one  that  very  few  small  businesses  can  afford. 

Across  the  Nation,  businesses  that  offer  health  care  benefits  are 
being  dangerously  impacted  by  exorbitant  health  care  costs.  We  are 
fiinneHng  an  inordinate  amount  of  money  into  an  uncompetitive, 
inefficient  system.  One  of  the  factors  cripplin|;  America  economi- 
cally is  our  attitude  of  complacency  and  our  resignation  to  bureauc- 
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«     racy  and  inefBciency.  Nowhere  is  this  more  evident  than  in  our  sys- 
tem of  payment  for  nealth  care. 

I  believe  the  solution,  or  a  potential  solution,  lies  in  the  Federal 
Government  taldng  extremely  bold  measures.  I  would  strongly  sug- 

fest  that  Congress  undertake  a  complete  restructuring  of  the 
ealth  care  deliveiy  ffvstem  in  order  to  institute  stringent  cost  con- 
tainment measures.  Central  to  this  restructuring  would  be  enact- 
ment of  a  federally-mandated,  single  payer  system  of  health  care 
delivery. 

I  am  not  advocating  that  we  blindly  adopt  a  Canadian  model  or 
any  other  existing  model,  for  that  matter.  What  I  am  advocating, 
however,  is  that  we  build  our  own  model  that  does  not  impair  the 
level  of  quality  or  accessibihty  of  our  current  health  care  institu- 
tions, but  which  restructures  the  payment  system  to  substantially 
address  skyrocketing  costs. 

The  reasonable  ciy  of  the  pragmatists  is  that  someone  must  pay. 
This  is  true.  However,  we  cannot  burden  smaU  business  with 
charges  for  a  system  that  is  out  of  control.  Many  small  businesses 
currently  struggle  iust  to  pay  their  rent  and  phone  bills,  and  the 
idea  of  adding  additional  costs  to  this  would  be  very  damaging. 
This  is  not  a  time  when  we  as  a  nation  can  afford  to  dcunpen  entre- 
preneurial initiative  or  stunt  the  growth  of  small  emerging  compa- 
nies. 

It  is  logical  why  businesses  that  are  currently  paying  for  health 
care  for  their  employees  would  support  such  an  initiative.  T^ere 
are,  however,  some  gross  misconceptions  among  small  business 
which  do  not  provide  health  coverage.  In  my  opinion,  there  is  a 
false  belief  that  these  companies  are  not  affected  by  the  crisis,  and 
they  mistakenly  believe  thev  are  saving  significant  amounts 
money  by  not  providing  health  care  benefits  to  their  employees. 

What  is  not  taken  into  account  is  ^e  loss  of  revenue  due  to  lower 
productivity,  decreased  job  safety,  lower  quality  in  service  or  in 
product,  turnover,  and  the  associated  training  costs.  Additionally, 
low  employee  morale  or  dissatisfaction  due  to  inadequate  com- 
pensation has  proven  time  and  a^ain  to  be  incredibly  costly  to  busi- 
ness. A  federally  mandated  single  paver  system  would  serve  small 
businesses  by  safeguarding  the  productivity  and  morale  of  their 
workers. 

I  believe  the  HealthAmerica  bill  is  a  bold  initiative  toward  ad- 
dressing the  health  care  crisis.  I  strongly  support  the  passage  of 
this  legislation  as  a  tremendous  first  step  toward  a  complete  re- 
structming  of  the  health  care  delivery  system.  But  again  I  must  re- 
peat that  without  a  complete  restructuring,  I  feel  that  stringent 
cost  containment  measures  cannot  effectively  be  implemented. 

Without  the  realization  of  savings  resulting  fit>m  cost  contain- 
ment, businesses  large  and  small  will  be  faced  with  a  grim  choice 
of  eHiher  economic  strangulation  or  avoidance  of  compliance  with 
the  health  care  payment  system. 

Economic  motives  aside,  I  personally  believe  that  in  the  same 
way  that  every  American  is  guaranteed  a  publicly  fimded  education 
to  enable  them  to  become  productive  members  of  society,  every 
American  should  be  guaranteed  access  to  the  world's  best  hospitals 
and  medical  professionals  which  we  are  fortunate  enough  to  nave. 
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I  applaud  your  work  toward  a  lone-term  solution  that  wiU  work 
both  socially  and  economically.  I  feel  again  that  this  bill  would  go 
a  long  way  toward  addressing  that — and  I  don't  claim  to  under- 
stand the  politics  involved,  but  I  can  certainly  appreciate  how  dif- 
ficult it  will  be  to  win  this  battle.  I  applaud  your  efforts. 

Thank  you. 

The  CHAKidAN.  Thank  you  very  much. 

You  know,  it  always  amazes  me  that  you  can  get  small  busi- 
nesses interested  and  able  to  afford  any  health  care  costs  at  all,  be- 
cause in  many  instances  small  businesses  are  treated  differently 
under  the  tax  code  than  are  laree  companies  and  corporations  in 
terms  of  what  they  are  able  to  aeduct  Generally,  the  turnover  in 
smaller  businesses— I  don't  know  that  there  isn't  pretty  significant 
turnover— have  you  been  able  to  hold  onto  the  same  company  that 
youVe  been  doine  business  with  for  years? 

Mr.  Ansara.  No;  we  have  switched  companies  a  number  of  tunes. 
We  started  as  a  veiy  small  company  and  actually  were  able  to  offer 
health  benefits  essentially  because  we  were  in  the  right  State  and 
the  right  time  period.  If  we  had  not  been  in  Massachusetts,  or 
there  hadn't  been  the  boom  especially  in  construction,  we  certainly 
could  not  have  afforded  tiiat.  U  we  were  starting  todav,  having  the 
level  of  benefits  that  we  do  have  would  be  absolute^  out  of  the 
question. 

The  Chairman.  Do  you  find  that  the  fad  that  you  do  have  good 
health  benefits  has  an  impact  in  terms  of  your  turnover? 

Mr.  Ansara.  Yes.  We  started  as  a  nonunion  company  that  offered 
minimum  benefits  to  our  employees.  We  voluntarily  went  union  in 
1985,  primarily  because  we  could  not  find  and  keep  eood  people, 
and  part  of  the  union  package  for  our  field  emplc^ees  has  been  an 
excellent,  comprehensive  heuth  and  wel£m  program,  and  that  has 
been  a  tremendous  fieictor  in  our  success. 

The  CHAiRidAN.  What  is  your  general  turnover,  annually? 

Mr.  Ansara.  I  don't  have  the  statistics.  It  is  extremely  low.  I 
can't  think  of  anybody  we  have  lost  to  a  competitor  in  the  last  5 
years. 

The  Chairman.  So  it  is  a  big  factor.  We  looked  at  American 
Bankers  Insurance  down  in  Florida  which  had  about  11  percent 
turnover.  Then  they  put  in  a  day  care— they  teach  K  throu^  4  in 
the  company,  and  Dade  County  provides  the  teachers  and  the 
books.  They  found  that  their  turnover  went  down  to  4  percent  be- 
cause the  employees  liked  it  so  much.  They  found  that  th^  were 
doing  better,  were  getdne  on-time  arrivals  by  their  employees. 
They  found  out  they  would  get  less  absenteeism.  They  found  that 
at  lunchtime,  the  employees  were  going  down  and  talking  to  the 
teachers  instead  of  going  out  someplace  else.  And  they  found  out 
they  were  happiest  because  they  were  going  home  with  their  kids. 
So  the  turnover  went  from  11  percent  to  4  percent,  and  they  paid 
for  it  in  a  year  and  a  half. 

And  since  that  time,  they  find  out  that  women  are  moving  more 
and  more  in  the  corporate  world,  th^  are  the  ones  who  are  moving 
and  traveling,  and  the  men  are  staying  back  in  the  offices,  playing 
golf  or  whatever,  and  the  women  are  going  out  As  they  look  at  the 
various  competitors,  and  they  see  this  daycare,  K  through  4  down 
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there,  they  find  the/re  getting  a  better  share  of  the  contracts.  So 
this  is  just  a  win-win,  all  the  way  around. 

You  find  out  that  when  things  are  done  ri^t  and  done  well,  it 
can  turn  out  that  people  are  really  thinking  along  those  lines,  and 
you  clearly  have  been. 

We  found  when  we  were  having  hearings  on  this  issue  that  many 
of  the  businessmen  liked  this  public/private  approadi  better  than 
what  we  had  advocated  years  ago,  which  was  more  of  a  trust  fund 
approach  because  that  looked  like  a  large  Federal  Government  pro- 
gram. Then  we  tried  to  eet  the  States  to  do  it,  and  people  didn't 
uke  that  because  then  iSie  money  goes  from  New  Bedford  up  to 
Boston  before  it  gets  expended.  So  we  found  that  many  of  the  busi- 
nessmen liked  this  arrangement  because  they  are  still  dealing  with 
the  private  sector,  and  they  are  able  to  find  ways  of  maximizing  ef- 
ficiencies and  maybe  expanding  programs,  and  still  keeping  the 
comprehensive  nature.  So  it  has  been  interesting  to  hear  your  com- 
ments. 

The  CHAmBiAN.  Ms.  Felder. 

Ms.  Felder.  My  name  is  Sandy  Felder,  and  I  am  president  of 
Loc£d  509  of  the  Service  Employees  International  Union. 

Senator  Kennedy,  on  behalf  of  the  10,000  members  of  Local  509, 
I  would  like  to  express  our  gratitude  for  being  invited  to  appear  be- 
fore you  today.  The  members  of  my  union  serve  the  people  of  Mas- 
sachusetts in  a  variety  of  State  human  services  agencies.  Nation- 
wide, SEIU  has  950,000  members  employed  in  health  care,  the 
public  sector,  buildii^  service  and  other  service  occi^ations. 

Like  working  people  all  across  this  country,  the  public  employees 
of  Massachusetts  need  comprehensive  health  care  reform.  Recent 
events  have  challenged  &e  widely-held  view  of  public  sector  jobs  as 
a  source  of  stable  employment  and  good  benefits. 

Over  the  past  year,  public  employees  across  the  State  have  unit- 
ed to  resist  Governor  Weld's  plan  to  force  us  to  pay  up  to  50  per- 
cent of  our  health  care  costs.  Public  employee  unions  have  ad- 
vanced an  alternative  plan  that  would  save  even  more  money 
throu^  a  one-year  freeze  of  hospital  and  doctors'  fees.  We  believe 
the  solution  lies  not  in  more  cost-sharing,  but  in  making  health 
care  more  cost-effective. 

Now,  Governor  Weld  is  holding  up  funds  for  our  health  plan  in 
order  to  force  through  the  changes  he  desires. 

But  it  is  not  just  public  workers  whose  health  benefits  are 
threatened  by  runaway  health  care  costs  and  the  lack  of  an  effec- 
tive response  from  government  Governor  Weld  has  been  relentless 
in  his  attacks  on  our  State's  path-breaking  Health  Care  for  All  Pro- 
gram. In  his  latest  assault,  tne  Governor  proposes  to  gut  statewide 
controls  on  hospital  spending  under  the  banner  of  controlling  costs 
throu^  market  forces. 

Well,  if  there  is  one  thing  we  have  learned  from  the  painful  expe- 
rience of  the  1980's,  it  is  uiat  deregulation  and  increased  reliance 
on  market  forces  leads  to  bigger,  not  smaller,  increases  in  health 
care  costs. 

Massachusetts  isn't  the  only  State  with  these  problems.  SEIU 
represents  public  employees  from  Georgia  to  California,  and  I  can 
teil  you  ttiat  the  story  is  pretty  much  the  same  everywhere. 
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As  a  Nation,  we  find  ourselves  at  a  critical  stage  in  the  process 
of  biiilding  a  political  consensus  for  comprehensive  nationaJ  reform. 
Everyone  now  agrees  on  the  general  goals  of  universal  access,  cost 
control  and  quality  improvement  Large  dififerences  remain,  how- 
ever, as  to  the  methodis  and  structures  for  achieving  those  goals. 
Nownere  is  this  more  true  than  in  the  area  of  cost  containment 

Universal  access  and  universal  cost  containment  go  hand-in- 
hand.  Cost  containment  is  and  alwavs  has  been  one  of  the  central 
and  most  difficult  issues  in  the  health  care  reform  debate. 

SEHTs  president,  John  Sweeney,  chairs  the  AFLr-CIO's  health 
care  committee.  In  February  1991,  the  committee  concluded  a  year- 
long process  of  coming  to  consensus  on  a  reform  program.  A  key 
part  of  that  process  was  an  examination  of  alternative  models  of 
reform  as  well  as  the  experience  of  other  industrialized  countries. 

In  the  area  of  cost  containment,  the  lesson  is  clear  and  unmis- 
takable. Despite  great  variation  in  institutions,  and  financing 
structures,  every  other  industrialized  country  employs  uniform  re- 
imbursement, a  national  health  budget,  and  capital  controls. 

There  is  no  doubt  that  we  have  much  to  learn  fix>m  other  coun- 
tries. Figures  for  1989  show  that  the  United  States,  on  a  per-per- 
son  basis,  spent  40  percent  more  than  Canada.  Other  industri- 
alized countries  have  achieved  even  greater  control  over  their  costs. 
We  outspent  Sweden  1^  73  percent;  West  Germany  fay  91  percent, 
and  Japan  by  127  percent 

Labor  has  traditionally  supported  a  pure  social  insurance  ap- 
proach. However,  in  the  current  political  climate  and  in  the  face  of 
the  urgent  need  for  effective  progress  on  reform,  the  AFL-CIO  de- 
cided not  to  make  this  a  prerequisite  for  health  care  reform. 

As  long  as  the  objectives  of  genuine  cost  containment,  universal 
access  to  care  and  quality  improvement  are  met  labor  has  an  open 
mind  on  the  system  mechanics  for  adiieving  tnem.  As  AFL-CIO 
President  Lane  Kirkland  says:  *We  are  in  a  negotiatmg  mode.* 

The  AFL-CIO  executive  council  statement  oills  for  real  adminis- 
trative streamlining  as  well  as  comprehensive  cost  containment,  in- 
cluding national  h^th  care  budget,  a  single-purchaser  reimburse- 
ment system,  and  controls  on  capital.  The  executive  coundl's  state- 
ment also  points  out  the  need  to  structure  our  reform  S3rstem  so  as 
to  retain  tnose  constructive  innovations,  like  HMCs,  which  have 
emerged  in  the  more  competitive  environment  in  the  United  States. 

Unfortunately,  there  are  stiU  too  many  business  leaders  who 
think  ihey  can  go  it  alone  in  controlline  health  benefit  costs.  This 
belief,  which  is  contrary  to  the  bitter  tacts  of  the  last  decade,  is 
based  largely  on  a  philosophical  opposition  to  regulation  and  an  ex- 
panded role  for  eovemment 

Thankfully,  this  opposition  is  lessening.  With  employer  health 
benefits  costs  project^  to  hit  $22,000  per  employee  by  the  year 
2000,  less  than  a  decade  away,  it  is  not  surprising  to  see  the  grow- 
ing support  within  the  business  community  for  a  pubHc-private  ap- 
proach with  some  regulatoiy  mechanism. 

A  recent  Robert  Wood  Johnson  survev  reported  that  a  msgority 
of  Fortune  500  CEOs  agreed  that  healtn  care  costs  cannot  be  con- 
trolled without  government  intervention. 

From  the  halls  of  Congress  to  the  corporate  board  rooms,  this  is 
precisely  where  the  reform  debate  is  focused  at  this  time.  Should 
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we  continue  to  rely  on  private  efforts  alone,  or  is  there  a  need  for 
an  expanded  role  for  the  Federal  Government  in  regulating  health 
care  costs?  This  issue  is  decisive — ^it  will  determine  whether  we 
have  real  reform  or  not 

We  have  done  everything  we  can  do  as  individual  purchasers. 
There  is  no  meaningful  alternative  left  The  only  remaining  unan- 
swered question  is  uie  strength  of  the  health  care  industry's  lobby- 
ing efforts.  Can  they  turn  back  meaningful  health  cost  containment 
one  more  time? 

For  its  part,  the  labor  movement  remains  steadfieist  in  its  call  for 
universal  cost  containment  Only  when  every  payer— government 
program,  employer,  private  insurer,  or  individual-— pays  the  same 
price  for  a  unit  of  service  can  we  control  the  cost  shifting  that  is 
undermining  our  employment-based  system. 

We  were  very  pleased  to  see  the  recent  congressional  testimony 
of  Comptroller  General  Bowsher  and  CBO  Director  Reischauer 
which  hi|^li£^t  the  need  for  universal  cost  containment 

Labor  is  familiar  with  political  reality.  We  know  that  com- 
prehensive reform  of  our  health  care  system  is  a  tou^  challenge 
to  take  on.  After  all,  at  $700  billion  a  year,  the  health  care  industry 
has  a  lot  of  vested  interests  at  stake. 

In  fact,  about  the  onlv  thine  harder  than  tackling  health  care  re- 
form is  not  doine  anything  about  it  at  all  Because  the  long^er  we 
wait,  the  bigger  the  problems  will  become  and  the  more  drastic  will 
be  the  solutions. 

The  introduction  of  a  comprehensive  package  of  health  care  re- 
form legislation  by  Senator  Kennedy  is  a  big  step  in  the  right  direc- 
tion. It  is  a  positive  response  to  the  demand  of  SEIU  members  and 
other  working  Americans  for  Federal  leadership  in  solving  the  cri- 
sis of  health  coverage  that  is  being  forced  out  of  reach  for  the  aver- 
age worker. 

Unions  and  businesses  together  built  the  network  of  job-based 
health  benefits  that  covers  most  Americans.  That  system  is  being 
undermined  skyrocketing  costs,  and  ^ere  is  growing  agreement 
among  business  and  labor  that  Federal  leadership  is  essential 

The  Mitchell-Kennedyr  plan  achieves  labor^s  long-held  aim  of 
guaranteeing  basic  health  coverage  for  all  Americans.  We  support 
the  plans'  requirement  that  all  employers  contribute  to  health  cov- 
era^  for  their  employees,  leveling  the  playing  field  for  business. 

The  Mitchell-Kennedy  bill  curtuls  insurance  industry  abuses  like 
refusing  to  cover  the  sick  and  ends  health  premium  extortion  of 
small  business.  It  also  provides  for  streamlinmg  wasteful  adminis- 
trative overhead  of  our  complicated  insurance  system.  And  the  plan 
takes  the  first  steps  toward  developing  an  effective  system  of  qual- 
ity assurance  in  health  care. 

But  we  believe  that  there  is  room  for  improvement  in  several 
critical  areas  related  to  access,  funding  and  cost  containment  We 
are  especially  concerned  that  the  proposed  AmeriCare  program  be 
a  mainstream  public  program,  not  just  a  revamped  Medicaid  pro- 
gram. One  clear  lesson  from  Medicaid  is  that  poor  people's  health 
programs  are  politically  vulnerable. 

We  are  also  concerned  that  the  plan's  formula  for  Federal-State 
funding  ignores  the  very  real  problems  that  manv  States,  especially 
poorer  ones,  are  having  in  funding  Medicaid  ana  other  health  care 
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programs.  We  believe  that  the  Federal  Government  must  shoulder 
the  m^jor  responsibili^  for  health  care  financing. 

The  plan  does  establish  a  framework  for  a  national  health  care 
budget  as  well  as  negotiated  rate-setting  with  hospitals  and  doc- 
tors. However,  SEIU  and  other  unions  believe  that  it  is  not  realis- 
tic to  think  that  doctors  and  hospitals  will  voluntarily  restrain 
their  price  increases. 

In  the  face  of  powerful  cost  pressures,  we  need  a  cost  contain- 
ment strategy  that  is  based  on  more  than  hope  alone.  The  crisis  de- 
mands a  comprehensive,  airtight  solution  that  will  put  an  end  to 
destructive  cost  shifting. 

SEIU  will  continue  to  advocate  for  strengthening  the  Mitchell- 
Kennedy  bill's  cost  containment  plan  with  a  mandatoiy  83rstem  of 
uniform  cost  containment  for  all  payers. 

Senator  Kennedy,  SEIU  will  continue  to  support  the  efforts  of 
you  and  your  colleagues  to  build  the  momentum  for  comprehensive 
and  effective  health  care  reform. 

Thank  you. 

The  Chairman.  Thank  you  very  much. 

You  have  all  been  very  patient,  and  I  have  just  a  few  questions. 
Mr.  Ansara,  you  offer  health  insurance  to  all  of  your  employees; 
is  that  correct? 
Mr.  Ansara.  That's  correct 

The  Chairman.  And  have  you  considered  cutting  back  on  the  cov- 
eraee  in  order  to  save  the  cost  of  doinc  business? 

Mr.  Ansara.  We  are  currently  looking  for  a  different  provider 
and  considering  a  change  on  our  dental  policy.  We  are  competing 
against  a  ereat  many  finns  that  either  don't  offer  any  health  bene- 
fits, or  if  tney  do.  are  radically  cutting  back  on  them. 

The  CHAmcAN.  As  the  insurance  business  is  so  often  just  looking 
for  healthy  people  to  insure,  thaf  s  where  the  competition  in  the  in- 
dustiy  is  m  skimming  risks. 

Do  you  think  it  is  reasonable  to  require  employers  and  employees 
to  make  some  kind  of  contribution? 

Mr.  Ansara.  Yes,  I  do.  In  reading  the  substance  of  vour  bill  I 
think  the  measures  in  terms  of  the  phase-in  and  the  help  to  smaU 
business  are  veiy  important.  I  am  stiU  vei]^  concerned,  especially 
in  Massachusetts  where  so  many  small  bunnesses  are  struggling, 
about  just  how  they  are  going  to  shoulder  that 

The  Chairman.  Under  HealthAmerica,  there  is  a  diange  in 
terms  of  the  IRS  deduction  for  self-employed.  Now  they  only  eet  a 
percentage  of  the  deduction.  This  proposal  gives  them  full  deduct- 
ibility for  the  cost  of  their  health  insurance  and  then  gives  them 
a  credit  based  on  the  profitability  and  wage-level  of  the  firm,  so  it 
gets  them  up  to  probably  close  to  50  percent  of  total  cost  Then, 
with  insurance  market  reforms,  you  get  about  another  10  or  15 
percent,  plus  reductions  in  year-to-year  increases  in  premiums.  The 
uniformity  means  that  busmesses  that  don't  offer  coverage  are  not 
transferring  the  payment  to  those  who  do,  which  is  another  15  or 
20  percent  With  the  larger  negotiating  board  that  we've  talked 
about,  we  hope  to  begin  to  get  a  real  handle  on  health  care  cost 
increases. 

Ms.  Felder,  how  many  of  your  members  have  been  laid  off  during 
the  recent  recession? 
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Ms.  Felder.  We  have  lost  about  600  members. 
The  Chairman.  And  what  happens  to  their  health  insurance  cov- 
erage? 

Ms.  Felder,  They  also  are  covered  by  COBRA  benefits  for  18 
months,  but  the  cost  of  the  COBRA  is  mirly  prohibitive  even  for 
our  members.  For  our  family  plan,  people  are  paying  upwards  of 
$700  a  month  for  their  health  insurance. 

The  CHAlRBiAN.  Well,  I  would  not  think  if  you  are  unemployed 
that  you  are  going  to  be  able  to  afford  to  do  that 

Mr.  Ansara.  Senator,  my  experience  with  the  carpenters'  union 
health  and  welfare  fund  is  similar  to  that,  in  fact  even  more  dra- 
matic. We  have  a  huge  number  of  members  statewide  who  have 
lost  health  insurance  over  the  last  year  simply  because  of  hi^  un- 
employment 

The  Chairman.  They  are  losing  their  health  insurance,  and  they 
are  also  losing  their  unemployment  insurance  as  the  unemploy- 
ment fund  continues  to  grow,  where  employers  like  yourself  nave 
been  contributing.  You  are  still  doing  well  now,  but  until  we  really 
bottom  out,  and  weVe  not  there  yet  in  spite  of  all  these  nice,  happy 
estimates  we  have  been  given  by  Mr.  Greenspan  and  the  President. 
They  are  able  to  hold  their  coverage  under  the  COBRA  program, 
but  now  they  are  losing  their  unemployment  compensation.  This 
makes  it  vir^ially  impossible  for  them  to  afford  coverage.  Therefore 
they  lose  their  health  insurance  and  unemployment  insurance. 

We're  up  now  to  about  an  $8  bilhon  surplus  in  the  unemploy- 
ment fund.  At  that  rate,  there  will  soon  be  about  a  $9.5  billion  sur- 
plus. It  is  extraordinary.  That  unemployment  compensation  fund 
was  directed  to  collect  funds  for  the  time  when  you  had  a  more 
positive  economy  and  to  use  it  to  tide  people  over  when  we  had 
nigh  unemplojrment  The  idea  is  that  there  is  kind  of  a  partnership 
between  the  employer  and  the  employee.  When  economic  conditions 
are  more  positive,  the  employee  comes  back  and  works  for  the  em- 
plover  rather  than  moving  to  a  different  part  of  the  country.  That 
makes  sense  in  terms  of  the  integrity  of  that  company  and  its  abil- 
ity to  take  off  again. 

We  are  in  a  situation  now  in  which  we  welcome  the  action  that 
the  chairman  of  the  Finance  Committee,  Senator  Bentsen,  has 
taken.  Fm  hopeful  that  in  the  next  2  weeks,  the  least  we  can  do 
is  take  up  unemployment  compensation  and  pass  it  in  the  Senate. 
I  beheve  it  will  have  some  important  impact  in  Massachusetts. 

I  want  to  thank  all  of  our  witnesses.  As  I  mentioned  earlier,  our 
first  panel  really  tells  it  as  it  is,  what  is  happening  across  our 
State  and  across  the  country.  It  is  a  matter  of  enormous  human 
tragedy  for  those  families  that  thejr  are  living  with  every  day,  effec- 
tively playing  Russian  roulette  with  the  health  of  their  children 
and  their  famLHes. 

We  are  talking  about  hard-working  people,  people  who  are  work- 
ing 40  hours  a  week,  52  weeks  a  year,  who  want  to  work,  who  are 
eager  to  take  even  part-time  jobs  if  they  have  to,  to  tnr  and  tide 
themselves  over.  These  are  not  famiHes  who  are  asking  for  a  hand- 
out. What  they  basically  want  to  do  is  be  able  to  work  iiard  to  pro- 
vide for  their  famiHes  and  for  their  future.  And  because  the  system 
is  skewed,  they  are  effectively  denied  that  opportunity,  generally 
with  health  conditions  over  which  they  have  no  control. 
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We -have  talked  about  pre-existing  conditions,  and  having  a  son, 
Teddy,  who  had  cancer,  I  understand  this  issue  because  he  is  in 
the  same  boat  This  is  a  tragedy  that  we  just  cannot  afford  to  have 
happen  in  this  country. 

We  heard  later  from  Stu  Altman,  who  has  been  studying  this 
over  a  long  period  of  time.  He  explained  where  the  flow  lines  go 
and,  if  we  don't  do  anything,  where  we  are  goine  to  be.  There  is 
going  to  be  an  even  more  dramatic  disaster  down  the  road. 

We  heard  both  from  a  sound  business'  point  of  view  and  from  the 
woikers'  point  of  view  the  importance  of  this  reform. 

Quite  franklv,  this  is  an  issue  that  has  been  studied  to  death.  We 
have  had  all  the  reviews,  we  have  had  all  the  studies.  I  have  been 
on  the  Pepper  Commission.  We  know  what  needs  to  be  done.  The 
real  question  is  whether  we  have  the  will  to  do  it.  And  we  are 
goinj^  to  insist  that  our  colleagues  in  the  Congress,  since  we're  not 
netting  leadership  at  the  national  level,  have  an  opportunity  to  ad- 
dress this  80  the  American  people  will  be  able  to  nave  accountabil- 
ity. That  is  what  is  really  needed  now;  we  have  studied  this  issue 
enough. 

I  want  to  thank  you  all.  If  there  are  others  here  todav  who  have 
a  story,  well  be  glad  to  include  it  as  part  of  the  record  as  well  If 
you  don't  have  it  written  down,  and  you  want  to  send  it  in,  well 
make  it  a  part  of  the  record. 

[Additional  statements  and  material  submitted  for  the  record  fol- 
low:] 

PBBPABKD  8EATBMRNT  OP  JOSEPH  CHETBOUI,  BOOTON,  BIA 

life  does  not  itop  for  parents  of  diildren  with  tpecwl  needi.  BiOi,  mortgiget, 
health  inaurance  .  .  .  moat  be  paid.  To  do  thia,  one,  and  more  likely  both  parents 
need  to  work  to  snpport  family  life.  When  a  diild  with  apedal  needs  comes  with 
this  family,  more  stress  than  can  be  imaginf>d  bkMSoms.  Medical  costs  skyredcet 
even  with  private  insorance.  There  are  many  seivioes  that  are  not  covered.  I  have 
to  work  (24  hoon/wk.)  to  keep  the  health  insorance  for  my  family.  Durable  medical 
equipment  sodi  as  ny  son's  mist  tent,  compressor,  cardiac  and  respiratoiy  monitor, 
portable  and  stationaiy  frmdinr  pomps,  portable  soction  pon^is  pms  suites  were 
not  covered!  I  had  to  go  thnmsh  grievance,  appeal  and  reappeal  to  get  the  insarance 
company  to  underrtand  that  uiis  equipment  is  his  lifeline.  He's  21  months  old  with 
a  tradi  and  G-tobe.  He  could  not  have  lived  this  long,  nor  can  he  go  on  living  with- 
out this  medical  support. 

Skilled  nursing  is  not  a  covered  benefit.  Monitoring  24  houn  a  day  is  needed  to 
assure  a  viable  airway  from  accretions.  Our  son  has  a  motility  disorder,  part  of 
which  causes  him  to  vomit.  He  is  at  risk  to  aspireie  and  develop  pneumonia.  Wih.' 
out  special  programs  like  KaBei^  Mulligan,  Common  Health,  SSt-Medicaid,  Katie 
Bedcet,  mediciil  costs  would  rede  havoc  on  families  not  to  mention  the  efiects  of 
physical  and  nsychological  hardships  due  to  no  support  qrstems.  It  is  humanly  im- 
possible to  ask  families  to  care  24  houn  a  day,  7  dajrs  a  week,  62  weeks  a  year 
for  a  special  needs  diild.  Parents  are  not  aUowed  to  get  sidL,  tend  to  a^  of  their 
needs  or  have  a  simple  break.  These  programs  must  survive  to  keep  famines  intact 
and  with  as  nmdi  normalqr  as  posdbie. 

We  could  not  have  survived  without  our  skilled  nursing.  Their  medical  e^rtise 
and  support  have  helped  beyond  words.  Our  life  is  manageable  aince  we  can  relin- 
quish some  of  our  diild's  care  to  medical  professionals  i^iiai  gives  us  time  to  replen- 
ish and  jget  ready  to  care  for  our  son  the  next  day. 

Ceitam  groups  of  Medicaid  recipients  will  be  in  life  threatening  danger  if  the 
state  is  allowed  to  cut  Medicaid  "optionar  services. 

The  term  "optionaT-services  is  a  misnomer.  Items  under  this  category  are  durable 
medical  ecproment,  Le.,  feedins  pumps  for  our  children  who  can  not  eat  by  mouth, 
artificial  lunbs  for  children  witn  amputations,  mudi  needed  drugs,  cardiac  and  res- 
piratoiy monitors,  skilled  nuning.  mist  tents  and  O'  for  diildren  with  traceotomies, 
etc.  It  18  easy  to  see  thMe  are  meoical  needs— not  options. 
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Programs  under  the  optional  needa  waiver  include  Kaileigh  Mulligan,  Katie  Beck- 
et.  Common  Health  and  SSI — Medicaid.  These  profframa  are  cost  effective  for  our 
state.  Children  are  ahle  to  be  eared  for  at  home  rather  than  a  skilled  nursing  facil- 
ity, ther^y  containing  costs.  If  Medicaid  optional  needs  waiver  is  eliminated,  a 
anowbaU  enect  lajger  man  anyone  can  imaginp  will  begin  to  roll.  Families  will  need 
to  quit  jobs  to  care  ibr  their  duldren  full  time.  Revenue  to  the  state  will  be  lost. 
The  family  unit  as  a  whole  will  dissolve  and  children  will  need  to  be  placed  in  hos- 

Sitals  or  institutians  to  survive.  This  will  incur  greater  cost  to  the  state  than  if  the 
ledicaid  statute  remains  intact 

We  urge  evemne  to  reconsider  and  support  Medicaid  optkmal  aervices  for  the 
lives  of  our  diilmn. 


Akticlss  noM  THE  Newton  GsAPmc,  July  S,  1991 

FAMILT  FBABS  MEDICAID  CUTS— PBOPOSED  LEGISLATION  THREATENS  CHILD^  LIFELINES 

By  John  McMuitrie,  TAB  Staff  Writer 

NEWTON— Avi  Cheteoui  is  only  20-months-old  and  already  his  life  is  in  danger. 

Hie  two  lifelines  that  keep  him  going  are  a  feeding  tube  and  a  tradieotomy  tube. 
Both  were  surgically  implanted  when  it  was  discovered  that  Avi  had  severe  res- 
piratory and  intestinal  pablems,  and  is  thus  disabled. 

Under  Medicaid  stanoards,  both  tubes  fall  in  a  category  of  "bptianal*  services  that 
neither  the  state,  nor  the  federal  government,  are  mandsted  to  provide.  Also  consid- 
ered optional  are  the  prescription  drugs  Avi  must  take,  as  well  as  the  skilled  nurs- 
inff  he  gets  virtually  every  ni^t. 

Under  a  proposal  recently  passed  by  the  House,  these  optkmal  services,  and  oth- 
ers, would  be  eliminated— representing  a  cut  of  ron^ily  half  a  billion  dollars  in  next 
veiir's  budget.  It  is  estimated  that  over  100,000  peo^  in  the  state  would  be  affected 
by  the  cut. 

lily  son  can't  eat  by  month  enou^  to  sustain  himself^'  said  Barbara  Cheteoui. 
I^ple  have  to  reaUxe  that  these  services  are  not  optionaL  TheyVe  something  peo- 
ple realhr  iteed.  It's  not  just  kids.  Our  focus  is  on  Uds,  of  course,  but  if  s  going  to 
affect  a  lot  of  people.' 

Other  optional  services  include  physical,  occnpatinpal  and  speedi  then^  serv- 
ices, and  oiagnostic  and  rehabilitation  services. 

Thaa^  medical  erpenses  for  Avi  are  currency  paid  fer  under  his  mother's  insur- 
ance plan,  the  skillea  mining  is  provided  by  the  state,  under  the  Kaileigh  MuBiffan 
program.  If  the  state  rhnosfs  to  no  longer  mawHat^  nch  programs  as  Kaileigh  Mul- 
ligan, the  Chrtaouis  would  be  left  with  few  options  far  carinff  fer  their  son. 

£ari>ara  Cheteoui  has  only  been  working  part-time  since  oer  son  was  bom.  If  the 
nursing  were  cut,  Cheteoui  would  have  to  onit  her  job  in  order  to  stav  at  home,  in 
Newton,  with  her  son.  But  if  she  were  to  that,  ttie  would  lose  health  insurance 
coverage  for  her  son  and  herself.  Her  husband,  Josqph,  works  in  sales,  on  commis- 
sion. Getting  coverage  throu^  his  Job  would  be  virtually  impossible. 

"Who's  gomg  to  pick  him  up?*  Barbara  Cheteoui  said  of  ner  soil  1  call  him  the 

TniTlinT>./ViY]ay  baby.* 

Cheteoui  estimates  that  if  she  and  her  husband  were  to  pay  *out-of-podcet*  fer 
a  skilled  nurse,  the  disrge  would  be  about  $12  an  hour. 

There's  no  way  we  could  care  for  him  24  hours  a  day  and  be  able  to  work,'  she 
said. 

Cheteoui  also  argues  that  she  and  her  husband  have  been  saving  the  state  money 
by  taking  care  of  their  son  at  home.  She  savs  that  if  the  nursiSng  were  taken  away, 
their  son  might  have  to  go  into  the  hospital  more  often,  costing  the  state  even  more 
money. 

The  sute  is  looking  at  short-term  cuts  on  paper  but  in  the  long  run,  they're  being 
short-sifdited,"  she  said. 

Neil  Cronin,  benefits  advocate  for  the  Medicaid  Defense  Group,  questioned  the 
general  perception  that  Medicaid  is  a  "budget  buster.' 

'Medicaid  doesnt  provide  frivokms  services,'  he  said.  "When  you're  cutting  into 
the  program  that  mudi,you're  talking  about  removing  life««ustaining  health  care." 

Inou^  the  House  has  recommended  cutting  about  |600  million  in  state  Medicaid 
programs,  the  Senate  has  come  up  with  a  proposal  that  would  prevent  the  repeal 
of  various  "optwnaT  services.  As  of  the  end  of  last  week,  a  joint  Houae  and  Senate 
committee  was  working  on  a  padcage  of  cuts. 
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She^  LoBBYmo  For  A  Ufb 

NEWTON  WOMAN  LOBBIES  FOR  PROGRAM  FOR  SON 

By  Igor  Greenwald,  Staff  Writer 

Like  other  Statd^ee  lobbyists,  Baibara  Cheteoui  has  spent  hours  this  spring  on 
Beacon  Hill  and  on  the  phone,  badgering  legislators  in  an  effort  to  shape  the  state's 
bare«bones  badgeL 

But  Ghetaooi,  an  amateur  at  this  game,  is  playing  for  hi^er  stakes  than  the  pro- 
fessionals. She  is  fitting  cots  in  the  Medicaid  program  that  could  force  her  to  give 
up  caring  for  her  seriously  ill  ton  at  home. 

Doctors  don*t  know  yet  what  exactly  ails  the  20-manth-old  Avi  CheteouL  his  moth- 
er said  in  an  interview  from  her  Newton  Centre  home.  But  they  have  tola  his  moth- 
er the  infisnt  will  die  without  his  breathing  and  feeding  tubes  and  the  around-the- 
clodL  stnig^e  to  maintain  the  life  support  equipment. 

Barbara  Cheteoui,  a  part-time  povsical  theranisL  splits  some  of  the  medical 
chores  with  her  husband  Joseph,  but  Medicaias  k«i1«w^  Mulligan  prosram — 
named  for  a  handicapped  child  and  designed  to  keep  oertam  medically  neecy  diil- 
dren  at  home — pays  professional  nurses  to  watch  Avi  at  home  wiiile  his  parents 
woric  and  sleep. 

The  final  Medicaid  cut  by  the  Legislature  was  $420  mfllicm.  How  this  will  be  ab- 
sori>ed  by  specific  programs  is  not  yet  dear,  but  administrators  may  have  to  cut  op- 
tional services  like  the  Milligan  program  before  those  mandstfid  by  the  federal  gov- 
ernment. 

Cheteoui  spent  two  hours  last  week  pleading  with  Iraulators  on  the  joint  House- 
Senate  budget  panel  to  spare  the  Medicaid  programs.  While  their  bosses  negotiate, 
*the  aides  are  just  taking  down  what  you  are  saying  and  t>i««»Hwg  you  and  hanging 
up  "  Cheteoui  said. 

Siould  the  Mulligan  program  fall  under  the  budget  ax,  Cheteoui  said  her  lamily 
will  fooe  a  staik  ounce:  Sell  its  home  to  pty  for  private  nursing,  or  place  Avi  in 
a  hospital  so  that  an  insurance  company  would  cover  the  expenses. 

Ana  Cheteoui  said  she  would  rather  sell  her  house  than  lose  her  son  to  an  institu- 
tion. *Wfay  would  I  put  nsr  son  in  the  hospitalT  she  said.  1  am  a  fi^iter,  and  this 
is  a  fomily.  We  stidL  together  throu^  thicx  and  through  thin.* 

The  state  currently  puyu  private  nurses  $38-40  an  hour,  Cheteoui  said,  to  care 
for  her  son  84  hours  a  wew.  But  Medicaid  advocates  contend  even  these  outlays 
pale  beside  the  cost  of  hospitaliiation  for  diildren  like  Avi 

The  state  Office  of  Handicaroed  Affairs  estimates  hospitaHzinff  patients  currently 
cared  for  at  home  under  the  Mulligan  mgnm  would  evei^uaQy  cost  the  state  8- 
6  times  as  nmch  as  the  home  care  mbsiaies  it  current^  provides. 

They  are  being  short-sifted,*  Cheteoui  said  of  the  ondget-cntten.  In  the  long 
ran,  it  will  end  up  costing  the  state  money.* 

Cheteoui  said  that  wtiile  caring  for  ber  son  and  campaigning  against  the  cuts 
have  taken  the  toll,  die  has  gotten  by  with  the  constant  support  of  fomily  and 
firiends. 

*Good  news  for  aH  of  you  Avi  fons  out  there,*  chirps  her  answering  madiine.  *He 
is  now  cravding  around,  and  he  is  fontastic* 


Prepared  Statement  of  Ellen  Crowley  Ovbrlan 

I  am  testifying  in  favor  of  a  nu^or  revamping  of  the  state  and  national  health  in- 
surance system. 

I  am  testifying  fiiom  four  perspectives: 

(1)  As  a  health  care  provider  whose  source  of  income  is  health  insurance  pay- 
ments. 

(2)  As  a  health  care  provider  who  sees  how  dients  and  fomHies  are  affected  by 
the  current  health  care  svstem. 

(3)  As  a  woman  with  breast  cancer  and  thus  a  redment  of  health  care  services. 

(4)  As  a  women's  health  activist,  a  member  of  the  Women's  Community  Cancer 
Prmect  in  Boston,  and  of  the  National  Breast  Cancer  Coalition  in  Washington,  DC. 

^rst,  mv  testimony  as  a  provider  can  be  brief.  It  is  my  experience  and  observa- 
tion that  the  existing  heslth  insurance  tytbtm,  with  its  array  of  bizarre  insurance 
forma,  is  draining  the  energies  of  the  providers  and  ultimately  saps  energy  from  pa- 
tient care. 

Second,  my  observation  fit>m  the  perspective  of  a  provider  on  what  the  current 
system  is  doing  to  families  in  Massachusetts  is  that  it  is  creating  a  sense  of  panic 
and  desperation.  I  have  seen  a  child  with  symptoms  of  fear  of  leaving  the  house  be- 
cause she  perceived  the  world  as  too  dangerous.  Exploration  revealed  a  formeriy 
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hard'Workinff  father  who  due  to  the  present  economic  ■hinm  lo«t  his  job  and  health 
insurance.  Toe  child's  mother  was  keeping  up  the  famiVs  health  insurance  pay- 
ments throu^  her  pob.  The  health  insurance  pavment  totaled  fiilly  one^alf  of  this 
family's  income.  It  is  no  wonder  this  diild  saw  the  world  as  dangerous!  I  have  seen 
another  family  where  the  father  ran  a  one-man  roofing  business.  There  were  four 
children  under  the  age  of  10.  First  they  had  Bhie  Croaa/Bhie  Siield  and  when  th^ 
could  no  longer  afibid  the  premiums,  ^ey  moved  to  a  lower  priced  policy  in  a  dei- 
perate  attempt  to  continue  to  be  among  America's  woridng  insured.  This  last  policy, 
which  costs  ^000  a  year,  paid  almost  nothing  v^ienever  the  funi^  had  a  medical 
need.  At  that  point,  this  family  ioined  the  ranks  of  the  working  uninsured.  T^e 
mother  states  tnat  1  treat  my  aiildren  msraelf." 

Hiird,  my  testimony  as  a  patient  involves  the  same  common  denominator— stress. 
I  have  learned  the  fisUowing  from  being  the  one  of  one  in  nine  American  women  who 
are  strudc  by  breast  cancer.  Despite  the  fact  that  I  have  paid  health  insurance  pre- 
miums continuously  between  the  ages  of  21  and  my  current  age  of  52, 1  feel  in  con- 
stant danger  of  ^^^rning  one  of  America's  working  uninsured.  If  I  lose  my  job,  I 
am  at  risk  of  being  denied  health  insurance  following  expiration  of  COBRA  bMsuse 
of  a  pre-existing  conctition.  Although  it  is  mandatory  that  coverage  continues  under 
my  current  polinr,  what  Haey  will  offer  after  COBRA  is  a  premium  of  $6,000  a  year 
for  a  mmlnrm^rr[^  Ufetime  ooveragc  of  $25,000.  Because  I  live  in  fear  of  losing  my  job 
and  becoming  uninsured,  I  also  carry  (for  my  emotional  security)  a  second  policy, 
whidi  costs  $1,600  a  year,  and  iiiudi  I  do  not  even  use. 

As  a  cancer  patient,  I  have  also  learned  tiiat  the  amounts  charged  for  care,  at 
eveiy  point  along  the  way,  are  b^nd  belief!  If  people  were  paring  these  bills  out- 
of-pocket,  there  would  be  a  revohxtioni 

Fourth,  finally,  my  testimony  as  a  women's  health  activist,  a  member  of  the  Wom- 
en's Community  Cancer  Project  in  Boston  and  the  National  Breast  Cancer  Coalition 
in  Washington,  DC  is  as  follows:  These  organizations,  representing  women  with  can- 
cer, are  bfcnming  very  powerful  voting  blodu.  In  the  area  of  breast  cancer  alone, 
400,000  women  have  died  in  the  last  10  yem  in  this  country.  If  each  of  these 
women  had  10  firiends  or  family  members  who  loved  them,  it  would  represent  more 
than  4  million  people! 

ThiB  current  grus  roots  moventent  is  only  the  beginning  of  a  growing  nation-wide 
movement  of  voting  women  and  their  voting  loved  ones  demanding  mi^jor  progress 
and  change  in  health  car  and  the  way  that  it  is  funded. 


Lrtbr  ntOM  Jill  Maemobek  to  Senator  Kennedy 

BrooUine,  MA,  July  21, 1991. 

To:  Sen.  Edward  Kennedy 
Re:  Health  Insurance  Issue 

Please  add  me  to  the  list  of  millions  of  uninsured  Americans  after  Oct  20,  1991 
when  my  Cobra  polity  eaqpires.  I  have  the  "pre-existing  condition'  labels  and  unable 
(to  no  suiiprise)  to  obtain  my  own  health  insurance.  I  am  not  married,  so  I  cant 
go  on  my  husband's  policy,  and  I  work  for  a  small  company  so  I  cant  get  insurance 
throu^  my  workplace.  Even  if  I  was  willing  to  pay  a  premium,  as  you  know,  there 
is  no  insurance  conmany  in  the  United  States  that  would  give  me  a  policy. 

Four  years  ago,  1  was  diagnosed  with  leukemia  and  also  a  liver  disease.  I  have 
enough  problems  worrpdng  about  my  health,  let  alone  who  wiU  pay  my  bills.  Al- 
thou^  1  was  bora  and  raised  in  Pittsfield  and  lived  in  Boston  for  many  yean  (al- 
ways a  registered  Denkocrat  since  onlv  the^v  care  about  the  people  in  this  country), 
I  did  live  in  (California  for  8  years.  I  worked  feverishly  two  times  on  health  care 
bills  the  state  was  trying  to  pass  to  provide  state  funded  insurance  like  Rhode  Is- 
land and  other  states  have,  but  Gov.  Deulmigian  vetoed  the  bills  twice. 

So  ...  here  I  am,  a  professional  working  person  with  a  Masters  Degree  who 
thou^t  by  the  time  I  turned  40,  I  could  start  to  build  a  savinn  for  future  retire- 
ment and  keep  the  condo  rve  worked  all  my  life  for,  about  to  lose  everything  due 
to  health  problems  and  the  inability  to  obtain  insurance.  I  cant  convert  from  the 
cobra  to  tneir  individual  policy  because  it  would  cost  at  least  $2,000  per  month, 
more  than  FU  make  this  year.  Or  . . .  should  I  pay  the  insurance  and  go  on  welfare 
or  live  on  the  streets?  I  dont  know  what  to  do  except  maybe  move  to  Canada. 
Thanks,  on  behalf  of  residents  of  this  state  and  the  countiy,  for  working  so  hard 
for  so  many  years  to  help  us.  Any  suggestions? 

Jill  Marmorek 
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LEmR  FBOM  Paul  and  Rosblind  Cole  to  Sbnatob  Kennedy 

Oroveland.  MA,  July  23,  1991, 

Senator  Kennedy* 
JFK  Federal  Building, 
Boston,  MA. 

Dear  Senator  Kennedt:  Over  leven  years  t^go  our  dau^ter  was  bom  with  an 
extremely  deformed  face,  throat,  and  mouth.  TmB  was  a  result  of  lymphatic  mal- 
fonnatian.  At  8  daya  of  age  die  had  over  two  pounds  of  this  malfonnation  removed 
&om  her  laee  and  neck  and  a  tracheostomy  was  placed  for  her  to  safely  breath. 
Since  that  time  she  has  undergone  suigeiy  14  times,  and  is  sdbeduled  for  her  16th 
suigeiy  on  Ju^  80  of  this  year.  We  have  no  idea  how  many  more  suigeries  she  will 
need  or  when  she  may  overcome  this  problem. 

Ihroughoot  this  poiod  of  time  we  liave  been  careful  using  our  health  insurance 
for  only  essential  medical  equipment  and  care.  Althouj^  a  qualified  nurse  must  ac- 
company her  to  adiool  throu^  Chapter  766  we  have  never  used  nursinff  care  in  our 
home  in  order  to  protect  our  health  insurance.  Instead,  we  have  provioed  this  care 
on  our  own.  We  re^vde  medical  supplies  and  equipment  as  best  as  we  can,  and  do 
not  draw  upon  andOaiy  services  in  order  to  budget  costs  over  her  fifetime.  We  do 
not  qualify  for  Medicaid  or  SSL  Our  insurance  does  not  provide  100  percent  cov- 
erage  and  our  struggle  in  p^onff  the  balsnnes  proxnpted  us  to  apply  for  KaUei^ 
MuJJigan  assistanoeTunfortunately  we  were  denied.  We  are  appealmg  this  decision 
and  are  also  applying  for  Common  Health  insurance  coverage. 

Beiitf  ao  frecpentfy  in  the  hospital,  we  are  painfoDv  aware  that  there  are  many 
other  fomilies  hvin^  the  same  Ufe.  Bledical  tedmology  nas  let  our  babies  come  home. 
Parents  learn  medical  and  nursing  skills  that  the  majority  of  nurses  will  not  have 
performed.  We  help  our  diildren  to  breathe  and  eat  throu^  tubes,  use  heart  mon- 
itors, and  live  eadi  day  within  earshot  of  them  to  be  sure  of  their  sajfety. 

We  do  not  want  anyone's  pitv.  Our  dau^ter  amases  and  teaches  everyone  she 
has  ever  been  in  contact  with.  Our  family  is  truly  blessed.  What  we  ask  is  how  can 
we  protect  our  dau^ter  and  the  thouaands  of  tbDoe  whose  duonic  care  has  or  wiU 
deplete  their  insurance  and  because  of  preexisting  conditions  be  prevented  frran 
quaUfyinff  for  ahemate  insurance?  How  can  we  protect  ourselves  finom  financial  ruin 
after  wonting  ao  hard  to  keep  this  all  goin^ 

We  undeiitand  that  these  are  tou^^  times  however,  these  difldien  have  only 
known  tou^  timea.  We  know  that  vou  are  actively  involved  in  health  care  issues 
and  we  hope  that  you  and  your  colleagues  wiD  be  able  to  make  the  changes  nec- 
essary to  protect  our  diildren  with  birth  defects  and  chronic  illnesses  Ttiey  need 
you. 

Sincerely, 

Paul  and  Rosblind  Colb 


Our  comxnittee  stands  in  recess. 

[Whereupon,  at  11:45  a.in.,  the  committee  was  adjourned.] 


HEALTHAMERICA:  IMPLICATIONS  FOR 
CENTRAL  MASSACHUSETTS  AND  THE  NATION 


WEDNESDAY,  AUGUST  14,  1991 

U^.  Senate, 
Committee  on  Labor  and  Human  Resources, 

Worcester,  MA. 

The  committee  met,  pursuant  to  notice,  at  10:30  a.m.,  in  the  Am- 
phitheater Hallway,  St  Vincent's  Hospital,  Worcester,  MA,  Senator 
Edward  M.  Kennedy  (chairman  of  the  committee)  presiding. 

Present:  Senator  Kennedy. 

Opening  Statement  of  Senator  Kennedy 

The  Chairman.  T^e  committee  wiU  come  to  order. 

First  of  all,  I  want  to  thank  Dr.  Denis  Fitzgerald  and  his  staff 
at  St  Vincent's  for  hosting  this  hearing  and  for  assisting  us  with 
the  arrangements,  and  most  of  all  for  their  dedicated  efforts  in 
seeking  better  health  care  for  the  people  of  Worcester  and  the  Com- 
monwealth. 

Today  marks  another  in  a  series  of  hearings  on  one  of  the  most 
serious  domestic  challenges  we  face— the  hecuth  care  crisis  that  is 
denying  decent  care  to  large  numbers  of  fiunilies. 

The  crisis  has  two  central  features.  Health  care  costs  are  soaring 
out  of  control,  and  nearly  half  the  American  people  have  no  protec- 
tion or  inadequate  protection  against  serious  illness. 

Today  the  number  of  Americans  without  any  health  insurance  at 
all  has  reached  34  million.  Sixty  million  more  Americans  have  in- 
surance that  even  the  Reagan  administration  said  would  be  inad- 
equate in  a  serious  illness.  Half  of  all  Americans,  hounded  by  col- 
lection agencies,  are  in  that  trouble  because  of  unpaid  medical  bills. 

Two-tmrds  of  the  uninsured  are  working  men  and  women  and 
their  famihes.  Most  of  them  work  hard,  40  nours  a  week,  52  weeks 
a  year.  But  all  their  hard  work  cannot  buy  them  the  health  care 
they  need  or  the  freedom  from  fear  of  the  high  cost  of  care. 

Today,  on  health  care,  to  paraphrase  Thoreau,  the  vast  migority 
of  Americans  lead  lives  of  quiet  desperation.  No  family  is  more 
than  one  pay  check,  one  job  change,  one  employer  decision  to  drop 
coverage,  one  pink  slip,  or  one  illness  away  from  losing  protection. 
Across  Massachusetts  and  across  America,  laree  numbers  of  fami- 
lies are  playing  Ikissian  roulette  with  their  health. 

In  recent  years,  in  the  absence  of  Federal  leadership  to  address 
these  problems,  several  States  have  advanced  proposals  of  their 
own.  Massachusetts  has  been  one  of  the  pioneers,  and  our  State  de- 
OS) 


36 

serves  great  credit  But  the  lesson  of  recent  experience  is  that  no 
State  can  do  the  job  alone. 

The  recession  has  compounded  the  crisis.  For  most  citizens,  being  • 
laid  off  means  losing  your  health  insurance.  The  so-called  COBRA 
requirement  enables  laid-off  workers  in  firms  with  20  or  more  em- 
ployees to  continue  their  coverage  for  18  more  months,  but  with 
one  big  proviso— they  have  to  pay  the  full  premium  themselves. 
This  cost  is  often  pronibitive  for  those  seeking  new  jobs  while  des- 
perately struggling  to  make  ends  meet  If  their  firm  nas  fewer  than 
20  employees,  COBRA  doesn't  cover  them  at  alL 

In  tne  past  year,  an  estimated  87,000  persons  in  Massachusetts 
have  lost  their  health  insurance  because  they  were  laid  off.  Tlie 
hardest  hit  are  those  with  pre-existing  conditions,  or  older  workers 
just  short  of  Medicare  eligibility.  For  them,  it  is  impossible,  or  im- 
possibly expensive,  to  obtain  any  coverage  at  all. 

With  the  unemployment  rate  over  11  percent  in  Worcester,  this 
area  has  been  disproportionately  affected.  No  person  should  have 
to  face  that  kind  of  double  jeopardy.  When  you  lose  your  job,  you 
shouldn't  lose  vour  health  insurance  too. 

Soaring  health  care  costs  are  an  equally  serious  part  of  this  cri- 
sis, threatenine  to  price  health  care  out  of  the  reacn  of  millions  of 
American  fiamiues.  In  1970,  the  Nation  was  spending  $74  billion  on 
health  care.  In  1989,  it  was  $600  billion,  and  today  it  is  over  $700 
billion. 

As  this  chart  shows,  fay  the  year  2000,  weH  be  at  $1.5  trillion 
if  we  don't  bring  some  alteration  or  change  in  terms  of  effective 
cost  containment  This  chart  really  doesn't  even  reflect  the  num- 
bers of  people  who  are  uninsured,  but  Just  the  total  cost 

The  other  chart  shows  the  results  m>m  a  Harris  poll  that  asked 
whether  the  system  works  well  In  the  United  States  the  satisfac- 
tion level  is  at  10  percent,  and  the  personal  expenditures  are  veiy 
hi^  per  ci^ita.  So  satisfaction  is  virtual^^  unrelated  to  the  total 
amounts  that  are  beine  expended.  We  still  see  the  general  concern 
that  Americans  have  about  bo&  the  adequacy  of  coverage,  the  cost, 
and  long-term  care  for  their  parents  and  ouier  members  of  their 
family. 

Escalating  health  care  costs  would  be  a  problem  under  any  cir- 
cumstances, but  these  enormous  eacpenditures  have  not  brought  us 
the  health  care  system  the  Ajnerican  people  deserve  or  support 
American  in&nts  die  at  rates  that  woula  shame  a  Third  World  Na- 
tion. We  rank  12th  in  life  expectan^r.  Only  10  percent  of  the  Amer- 
ican people  think  the  current  system  works  well  compared  to  56 
percent  of  Canadians  who  think  their  system  does.  Clearly,  some- 
thing is  rotten  in  the  State  of  US  health  care. 

In  June,  fed  up  with  the  refusal  of  the  Bush  administration  to 
deal  with  the  crisis.  Senator  Migority  Leader  George  Mitchell, 
other  Senators  and  I  proposed  a  comprehensive  r^orm  called 
HealthAmerica.  The  basic  concept  is  •pay  or  play."  Every  employer 
would  be  required  to  provide  a  basic  package  of  health  benefits  for 
their  workers  and  families,  or  else  pay  a  percentage  of  payroll  for 
the  cost  of  comparable  coverage  under  a  pimlic  plan. 

Our  proposal  also  includes  a  comprehensive  program  to  slow  the 
momentum  of  rising  costs.  It  includes  strong  steps  to  squeeze  un- 
necessary care  out  of  the  system.  Studies  estimate  that  up  to  30 
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percent  of  medical  procedures  are  unnecessary  or  even  harmful  and 
ou^t  to  be  eliminated. 

Our  proposal  will  also  reform  the  insurance  market,  especially 
for  small  business.  It  is  time  to  reduce  the  mushrooming  adminis- 
trative costs  that  are  8tran|;ling  the  current  system  in  red  tape  and 
burdening  physicians,  hospitals,  and  patients  alike. 

Over  1^200  separate  companies  sell  health  insurance  today,  and 
endless  mrms  and  pa3anent  procedures  are  diverting  time  and 
money  that  can  be  better  spent  on  better  care.  Fm  sure  we  have 
a  roomful  of  experts  who  could  comment  from  their  own  personal 
experience  on  that  observation. 

A  new  Federal  Health  Expenditure  Board,  with  the  stature  and 
independence  of  the  Federal  Reserve  Board,  will  set  strict  limits  on 
health  spending. 

Finallv,  by  achieving  universal  coverage,  the  program  will  end 
the  costly  practice  of  cost-shifting.  Today,  when  people  cannot  pay 
their  medical  bills,  the  costs  are  recouped  in  the  form  of  higtier 
charges  by  hospitals  and  doctors  for  eveiyone  else — as  much  as  15 
percent  higher  in  many  cases. 

Massachusetts  has  already  taken  told  steps  toward  universal 
coverage,  but  we  are  paying  a  hijg;h  price  because  we  are  forced  to 
deal  with  the  current  flawed  national  system.  With  the  enactment 
of  HealthAmerica,  the  Commonwealth  will  save  as  much  as  $250 
million  a  year,  and  455,000  Massachusetts  residents  who  are  cur- 
rent uninsured  will  be  covered. 

Massachusetts  has  taken,  as  I  mentioned,  important  steps.  The 
way  that  our  program  is  fashioned  and  shaped,  it  will  have  a  very 
positive  impact  in  terms  of  savings  for  the  Commonwealth. 

Some  say  that  the  time  is  not  ripe  for  comprehensive  national 
health  care  reform.  Certainly,  that  is  the  attitude  of  the  Bush  ad- 
ministration. They  claim  that  greater  consensus  is  necessary  before 
action  can  be  taken.  I  believe  uiat  they  are  wrong. 

The  consensus  is  alreadv  there  among  the  American  people.  We 
cannot  afford  to  wait  any  longer.  We  have  really  studied  this  issue 
and  problem  year  after  year  after  year  after  year.  There  are  more 
closets  in  Washington  filled  with  studies.  The  real  time  for  action 
is  now. 

If  Congress  has  the  courage  to  go  forward,  the  Bush  administra- 
tion will  catch  up.  Thev  cant  b^t  something  with  nothing,  and 
clearly  something  must  be  done,  and  I  intend  to  see  that  it  is. 

At  the  outset,  I  want  to  express  my  ^eat  appreciation  to  all  of 
the  witnesses  who  are  here  today,  particularly  our  first  panelists, 
who  wiU  tell  us  about  some  of  we  veiy  person^  challen|;es  that 
they  and  their  families  are  facing  with  the  failure  of  havmg  ade- 
quate coverage. 

It  is  always  difficult  for  families  to  share  these  kinds  of  life  expe- 
riences in  public,  but  nonetheless  I  think  it  is  important  that  we 
realize  once  again  that  when  we  are  talking  about  legislation,  we're 
really  talking  about  people,  and  we're  talking  about  families,  and 
we're  talking  about  children,  and  what  ^e  failure  of  action  is  going 
to  mean  to  all  of  them. 

So  we  express  our  thanks  to  those  who  will  speak  today.  We  have 
the  opportunity  on  a  number  of  occasions  to  have  hearings  in 
Washmgton,  but  I  think  it  is  extremely  important  that  we  give  peo- 
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pie  in  Massachusetts,  and  different  parts  of  the  country  for  that 
matter,  the  diance  to  really  tell  it  like  it  is  out  there  on  Main 
Street 

So  we  are  veiy,  veiy  grateful  to  all  of  them,  and  as  I  have  said 
previously,  the  best  way  we  can  adequately  express  appreciation  to 
them  for  aoing  this  is  to  fig^t  for  this  program  in  the  U.S.  Senate, 
and  that  I  am  committed  to  and  pledge  to  uiem. 

The  Chairman.  Our  first  panel  of  witnesses  are  citizens  who  will 
share  with  the  committee  their  personal  experiences  with  the 
heal^  care  s^tem.  We  look  forward  to  hearing  from  them. 

Tom  and  Dianne  Welton  from  Worcester  are  accompanied 
their  daughters  Ashley  and  Courtney.  T^e  second  witness  is  Patri- 
cia Connors  from  Fitchburg.  And  finally,  Francis  Kelly  and  his  wife 
Barbara  from  Millbury. 

Well  start  off  with  Dianne  and  Tom,  if  you'd  be  good  enough  to 
recount  where  youVe  been  working  in  the  past  and  what  your  cur- 
rent situation  is. 

STATEMENTS  OF  TOM  AND  DIANNE  WELTON,  WITH  DAUGH- 
TEBS  ASHLEY  AND  COURTNEY,  WORCESTER,  BIA;  PATRICIA 
CONNORS,  FITCHBURG,  MA;  AND  FRANCIS  AND  BARBARA 
KELLY,  MILLBURY,  MA 

Mr.  Welton.  I  put  together  some  of  my  thou^ts  last  niefat  when 
I  was  asked  to  speak  in  front  of  the  committee  today,  ana  if  youll 
bear  with  me,  Fll  read  through  it 

I  titled  this,  That  Won't  Hiappen  to  Me.  .  . 

It  is  June  of  1990,  and  the  computer  manufacturer  Fve  worked 
for  for  the  past  10  years  is  struggling.  Once  again,  we're  looking 
at  layoffs.  I  comfort  myself  with  the  fact  that  Fve  just  recen  tly  been 
recognized  for  outstanding  performance,  and  that  th^  only  lay  off 
'problem*  employees. 

I  tell  myself  I  will  survive  this  as  Fve  done  for  the  past  4  years 
and  some  7,000  cuts.  Certainly  thqr  won't  let  go  someone  who  puts 
in  all  the  extra  hours.  Could  they?  Would  th^? 

I  couldn't  take  a  chance,  so  even  though  Fve  just  been  in  a  miyor 
accident,  still  taking  painkillers  and  wearing  a  neck  brace,  I  report 
to  work,  fearing  that  if  I  stayed  home,  as  the  doctor  recommem  led, 
I  would  be  more  likely  to  get  hit 

Well,  guess  what?  This  time  I  didn't  survive.  I  was  met  hy  my 
manager  and  personnel  rep  and  told  that  even  thou^^  I  was  a  val- 
uable and  talented  employee,  I  was  gone.  They  let  me  know  that 
it  was  throu^  no  &ult  of  my  own,  but  as  of  Monday  I  was  history. 

I  found  comfort  in  telling  m3rself  that  this  was  a  great  oppor- 
tunity for  me  and  my  family;  Fd  be  able  to  ^tart  fresh  with  a  new 
company  and  beein  a  new  career. 

FD  just  relax  for  a  couple  of  weeks,  hit  the  beach — mean,  this 
was  summertime — and  enjoy  some  time  off.  Money  was  not  yet  a 
problem  for  us,  due  to  a  pretty  good  compensation  package  I  re- 
ceived for  working  the  10  years.  So  I  ei^oyed  some  time  off  with 
our  family. 

August  ,  was  now  here,  and  I  decided  it  was  time  to.  get  serious 
about  finding  my  new  start  I  went  on  a  few  interviews  and  kept 
scanning  the  papers  but  found  nothing  to  get  excited  about  I  told 
myself  to  keep  patient  and  that  Fd  find  a  better  job  for  us.  It  sur- 
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prised  me  when  September  arrived  and  I  still  hadn't  found  a  new 
job  yet  It  seemed  to  me  it  was  a  lot  easier  to  find  a  job  the  last 
time  I  looked,  which  was  10  years  ago.  Plus,  now  I  had  all  this 
great  experience. 

Finally,  a  nibble.  It  is  mid-September,  and  I  join  a  majoT  giant 
in  the  telecommunications  field.  The  salaiy  is  praddcalKr  non- 
existent, but  Fm  led  to  believe  that  well  be  livinc  very  comfortably 
on  tiie  commissions  Fll  be  earning.  A  fiinny  thing  happened  to 
those  commissions.  They  never  came. 

The  recession  that  weVe  been  told  to  ignore  was  strangling  Mas- 
sachusetts start-up  firms,  which  was  the  market  we  sold  to.  No- 
veix]dk>er  and  December  pass  by,  and  Fm  still  not  making  the  money 
my  family  needed.  Now  my  wife  is  eettinc:  nervous,  and  I  tell  her 
not  to  lose  faith,  that  I  can  make  this  joD  work  for  us.  After  all, 
I  never  quit  a  job  before,  and  I  didn't  like  the  idea  that  I  wasn't 
doing  very  well  at  my  new  job.  My  wife  was  right:  I  needed  to 
change. 

Januaiy  and  February  brou^^t  mmiTnal  results.  Businesses  were 
tightening  their  belts  and  were  not  spending  money  on  our  prod- 
ucts, nor  anyone  else's. 

My  wife  and  I  realized  that  after  years  of  protecting  our  credit, 
we  were  now  felling  behind.  What  hurt  me  the  most  was  I  now  felt 
for  the  first  time  in  my  life  that  I  was  letting  my  familv  down. 

I  had  to  move  jobs.  Then  a  break  occurred  in  March.  I  was  con- 
tacted by  the  president  of  a  small  company  who  needed  a  sales- 
man. Upon  negotiating  an  extremely  fair  comp  plan  and  salary,  I 
joined  forces.  This  was  it,  the  chance  I  always  mew  would  come 
m3^  way.  I  would  once  again  be  able  to  take  care  of  my  family  and 
enjov  some  benefits  from  working  hard. 

I  had  heard  all  the  stories  about  traveling  salesmen  and  all  the 
fun  they  had  while  on  the  job,  but  I  told  myself  that  wasn't  for  me. 
I  was  eoing  to  put  forth  110  percent  of  mv  efforts  into  this  job  so 
that  Fa  succeed.  I  worked  12-nour  davs,  skipped  lunches  and  saw 
client  after  client  all  over  New  Endano. 

I  did  this  for  3V^  months,  and  floiew  things  weren't  going  well 
I  caught  wind  from  one  of  our  administrators  that  our  companv 
was  hurting  financially.  This  explained  our  pricing  strategy,  which 
was  perceived     our  clients  as  being  too  hign, 

I  told  myself  that  a  struggling  company  won't  get  rid  of  their 
only  sales  rep  in  a  down  economy— but  once  again,  I  was  wrong. 
After  just  3V^  months  on  the  job,  a  somber  president  called  me  into 
his  office  to  inform  me  he  could  no  longer  mord  to  keep  me  on  his 
payroll.  So  for  the  second  year  in  a  row,  I  was  out  of  work  with 
no  benefits. 

This  was  June,  and  as  of  today  I  am  still  unemployed.  I  am  a 
college  graduate  wi^  honors,  told  each  of  my  employers  that  I 
was  a  valuable  employee.  But  I  still  can't  find  a  iob. 

Instead,  today,  I  watch  my  children  plav  ana  pray  that  nothing 
should  happen  to  them.  I  thank  God  that  they  are  in  perfect 
health,  and  keep  praying  that  accidents  that  befall  children  in  their 
play  hold  off  for  now— at  least  until  Dad  has  the  fieimily  covered 
unaer  a  health  plan  once  again. 

As  I  am  writing  this,  I  am  watching  my  dau|^ter  wobbly  ride 
down  the  street,  snowing  off  to  her  friends  how  she  can  ride  her 
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bike  with  no  hands.  I  feel  shamed  a  I  call  her  over  to  the  curb  and 
plead  with  her  to  please  ride  with  her  hands  on  the  handlebars.  I 
explain  to  her  that  I  don't  want  her  to  hurt  herself,  and  that  should 
she  fall  off  her  bike  and  get  hurt,  because  Daddv  isn't  working,  we 
wouldn't  have  enough  money  to  set  her  help  at  the  hospital. 
She  makes  me  feel  better  in  her  5  year-old  innocence  when  she 

S'ves  me  a  kiss,  rides  back  to  her  friends  and  shouts,  Don't  worry, 
addy,  that  won't  happen  to  me." 

The  Chairman.  That  was  very  moving  testimony,  and  I  think 
that  all  of  us  have  a  great  deal  of  respect  for  you  and  for  your  &m- 
ily  and  your  desire  to  provide  for  them  and  for  their  iuture. 

Let  me  just  ask  you  a  couple  of  questions  and  Uien  move  on,  and 
perhaps  well  have  some  more  general  questions  after  the  conclu- 
sion of  the  panel.  Did  you  have  a  COBRA,  benefit  program  at  the 
first  job? 

Mr.  Welton.  Yes. 

The  Chairman.  And  did  you  participate  in  that  program? 
Mr.  Welton.  No,  I  did  not  I  found  that  it  was  not  affordable  to 
us. 

The  Chairman.  Do  you  remember  i^proximately  what  the  cost 
was— about  $300,  $400  per  month? 

Mr.  Welton.  Yes,  it  was  around  $400  a  month. 

The  Chairman.  So  even  with  whatever  you  are  able  to  receive  in 
terms  of  unemployment  compensation,  at  a  time  when  you  really 
need  it,  your  income  is  going  down  and  you  are  having  to  make 
ends  meet  in  terms  of  your  family,  and  the  premium  effectively  is 
going  up. 

Mr.  Welton.  Thaf  s  ri^t 

The  Chairman.  So  you  get  cauMit  in  that  squeeze. 

Mr.  Welton.  I  find  it  impossible  rieht  now. 

The  Chairman.  You  said  you  woned  for  that  company  for  10 
years.  When  did  you  start  working,  just  generally? 

Mr.  Welton.  i^at  was  really  my  first  employment,  other  than 
going  part-time  while  in  ooUege.  So  it  was  the  only  company  that 
I  had  really  worked  for. 

The  Chairman.  But  you've  been  working  since  you  got  out  of 
school;  you've  been  worlong  all  your  life  in  that  sense. 

Mr.  WELTON.  Right 

The  Chairman.  Dianne,  is  there  anything  that  you  wanted  to 
add? 

Mrs.  Weltos.  No,  Senator. 

The  Chairman.  How  has  this  affected  your  &imly— ^las  it 
changed  your  whole  life  style? 

Mrs.  WELTON.  Well,  it  has  made  me  have  to  pick  up  more  hours 
at  work.  Fm  a  part-time  waitress,  and  I  used  to  only  work  two 
ni^ts  a  week,  and  now  I  work  five  ni^ts  a  week.  So  I  am  away 
fi^m  the  house  more  than  I  ever  was. 

The  Chairman.  And  I  suppose  some  of  the  things  that  vou  nor- 
mally would  do  with  your  family  have  been  cut  back  as  well. 

Mrs.  Wblton.  Yes;  no  vacation  tMs  summer. 

The  Chairman.  And  I  suppose  birthdays  and  other  events  have 
also  been  cut  back  as  well. 

Mrs.  Weltos.  Definitely. 
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The  Chairman.  So  it  puts  some  real  pressure  on  3rour  family  as 
welL 

Mrs.  WiELTON.  Oh,  yes.  "Hiere  is  a  lot  of  stress. 

The  Chairman.  When  we  talk  about  health  care,  we  talk  about 
these  figures,  all  of  which  are  obviously  important,  but  we  too  in- 
frequently reallv  think  about  what  these  kinds  of  pressures  mean 
to  an  individual  as  well  as  to  a  family.  And  that  is  something  that 
you  just  can't  put  a  dollar  sign  on. 

Patricia  Connors,  welcome. 

Ms.  Connors.  Good  morning.  Senator.  I  worked  for  Lady 
Pauline's  in  Fitchburg  for  13  years,  the  last  6  as  manager.  In  Janu- 
ary of  1991,  I  lost  my  job.  My  employer  had  paid  100  percent  of 
my  insurance.  With  my  job,  I  uso  lost  my  insurance. 

Last  February,  I  was  diagnosed  with  chronic  fatigue  syndrome. 
In  December  1990, 1  was  disposed  with  a  thyroid  problem,  overac- 
tive thyroid.  I  can't  go  for  lurther  tests  because  of  lack  of  insur- 
ance. I  was  on  medication  that  I  can't  continue  because  of  lack  of 
insurance.  I  have  been  sick  since  I  have  been  out  of  work,  prac- 
tically. 

I  have  been  looking  for  work,  but  I  think  my  ase  is  against  me. 
They  kind  of  promise  you  they  will  call  you,  but  tney  never  return 
the  call 

One  test  that  I  had  done  was  $600  dollars  for  one  tube  of  blood. 
I  had  to  pay  the  balance. 

I  have  three  kids  who  are  married  and  struggling  on  their  own, 
and  when  Fm  done  with  unemployment,  Fm  done  wiih  everything; 
I  have  no  money  coming  in.  And  I  on^^  have  two  diecks  to  go. 

I  am  afraid  of  what  is  going  to  happen  to  me.  After  working  and 
putting  money  into  Soda!  Security  and  so  on,  I  am  losing  every- 
thing. And  my  health,  like  I  said,  isnt  that  great  right  now.  I  have 
been  under  a  lot  of  pressure.  I  am  depressed  because  I  dont  see 


I  have  had  to  alter  my  life.  I  worked  50-65  hours  a  week  when 
I  was  working,  and  I  was  pulling  in  good  money  with  those  hours; 
I  had  to.  But  now,  with  what  Fm  getting  from  unemployment, 
there  are  a  lot  of  things  Fve  had  tc  stop.  Wiui  my  grand-daughters, 
that  hurts  me  very  much.  I  can't  buy  like  I  used  do,  I  can't  do  what 
I  used  to  do.  And  the  holidays  are  comine.  What  are  they  going  to 
get  from  their  grandmother?  Probably  notning. 
I  don't  know  what  else  to  say. 

The  Chairman.  That  says  it  alL  So  you  have  worked  all  of  your 
life? 

Ms.  Connors.  Yes. 

The  Chairman.  And  when  you  lost  your  job,  you  lost  -all  your 
health  coverage.  Did  you  try  to  buy  some  individual  policy? 

Ms.  Connors.  I  looked  into  it,  l>ut  the  cost  was  way  beyond  what 
I  could  afford. 

The  Chairman.  You  talked  about  being  unable  to  follow  throudi 
on  the  cost  of  treatment  for  your  overactive  thyroid.  Could  you  de- 
scribe what  that  treatment  would  be? 

Ms.  Connors.  I  was  supposed  to  be  on  medication.  With  the 
ultrasound,  they  found  a  lump  on  the  thyroid.  I  went  to  see  an  eye- 
ear-throat  specialist,  and  I  was  supposed  to  eo  back  in  March  but 
I  canceled  the  appointment.  And  I  was  on  meoication  for  the  chron- 
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ic  fatigue  syndrome,  and  I  have  had  to  stop  taking  that  as  well. 
There  was  supposed  to  be  more  blood  work  and  another 
ultrasound,  but  I  can't  do  it 

The  Chaisman.  We  all  heard  and  read  about  the  President's 
overactive  thyroid.  He  was  able  to  get  health  care,  and  Tm  all  for 
it,  Fm  aU  for  it  

Ms.  Connors.  Yes — was  thinking  of  calling  his  doctor  to  see  if 
he  could  help  me.  [Laughter.] 

Tlie  Chairman.  You  took  ihe  words  right  out  of  my  mouth.  Lord 
only  knows  we  want  the  best  for  pec^le,  but  it  is  iust  put  in  such 
sharp  relief  when  you  hear  about  a  situation  like  this  and  see  how 
important  it  is  for  a  person  to  be  able  to  get  the  necessaiy  treat- 
ment and  the  medicines  so  that  th^  can  have  a  constructive  and 
productive  life  on  the  one  hand,  and  to  then  not  be  able  to  have 
that  and  see  all  the  anguish  and  heartache  and  distress  that  one 
faces  when  we  don't  provide  that  kind  of  coverage. 

Did  ^u  say  you  have  two  more  weeks  of  unemployment  com- 
pensation? 

Ms.  Connors.  Yes,  I  do.  I  go  in  tomorrow,  and  then  I  have  one 
more  time. 

The  Chairman.  There  are  thousands  who  are  falling  off  the  un- 
employment rolls  in  Massachusetts  every  couple  of  weeks,  and 
these  are  all  men  and  women  who  have,  like  Patricia  Connors, 
worked  generally  over  a  lifetime  and  are  cau^t  up  in  this  reces- 
sion which,  I  think  as  Tom  mentioned,  was  never  seen  and  was  un- 
derestimated in  terms  of  its  impact  on  fomilies.  And  now  we  are 
told  it  has  effectively  ended. 

Well,  it  certainly  hasn't  ended  in  Worcester,  where  the  unem- 
ployment rate  is  11  percent— and  that  of  course  doesn't  even  meas- 
ure the  people  who  nave  given  up  in  terms  of  looking  for  employ- 
ment, or  what  it  is  down  in  New  Bedford  and  FaU  River,  where  the 
unemployment  rate  is  over  18  percent— the  hi^^est  since  the  De- 
pression. 

One  of  the  things  that  we  did  at  the  end  of  July  was  to  pass  leg- 
islation for  the  extension  of  the  unemployment  compensation, 
which  administrations  have  done  in  the  past  It  isnt  a  partisan 
issue.  I  am  critical  of  the  President  for  not  urging  it— President 
Ford,  even  President  Reagan  and  President  Nixon,  ful  Republicans, 
all  provided  and  supported  extended  benefits — and  at  a  time  now 
when  the  unemployment  trust  fund  is  growing.  It  is  growing  while 
people  like  Patricia  Connors  and  tens  of  thousands  of  people  all 
over  Massachusetts  are  rolling  off  the  list  and  wondering  what  they 
are  going  to  do  with  their  lives. 

It  was  for  this  veiy  reason  that  that  fund  was  established  so  tiiat 
durinE  the  valleys  in  terms  of  employment,  people  would  be  able 
to  make  do— maybe  not  in  the  quality  of  hfe  that  they  had  pre- 
viously— but  at  least  they  were  going  to  make  do  until  the  economy 
begins  to  come  back,  and  then  hopeftilly  they  may  be  able  to  go 
back  to  their  old  jobs.  That  was  the  point  Employers  wanted  it  be- 
cause it  let  them  maintain  some  contact  with  former  good  employ- 
ees so  when  they  saw  that  the  company  was  going  to  be  able  to 
move  back  and  get  some  expanded  business,  tiiey  could  reach  back 
and  get  some  of  their  former  employees. 
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And  now,  of  course,  we  have  a  situation  where  that  trust  fund 
is  over  $8  billion  at  the  present  time  and  will  probably  jgo  up  an- 
other couple  billion  dollars  by  the  end  of  the  year.  Ana  we  have 
people  like  Patricia  Connors  and  the  Weltons  and  oUiers  who  are 
fadne  an  extraordinarily  difficult  future.  So  this  is  an  area  in 
which  we  have  to  do  a  goiod  deal  more,  all  of  us,  and  we  shall 

Let* 8  go  now  to  Mr.  and  Mrs.  Kelly.  Good  morning. 

Mr.  KELLY.  Good  morning,  Senator. 

I  am  64  years  of  age  and  without  any  insurance.  I  have  been 
without  insurance  now  since  January.  I  worked  for  22  years  at 
White  Machine  Works  in  Whitinsville.  They  folded,  and  I  went  over 
to  a  company  in  Worcester  for  11  years,  and  that  went  out  I 
worked  2  years  with  Amoco  Oil  company,  and  they  went  out  I  paid 
my  way  in  dues  for  insurance  all  those  years. 

I  went  over  to  UMass  in  1985  up  until  1989.  I  had  to  leave  be- 
cause of  .  emphysema.  When  I  left  there,  they  told  me  that  my  in- 
surance would  be  paid  with  State  John  Hancock  until  I  reached  the 
age  of  65.  In  January,  I  got  a  letter  stating  that  I  was  no  longer 
covered  by  John  Hancock.  I  went  down  to  see  them  at  the  Medical 
Hospital,  and  they  told  me  that  they  would  look  into  it  Well,  all 
I  got  was  they  were  very  sorry. 

So  since  then  I  have  no  insurance.  I  have  been  marking  the  cal- 
endar every  day.  It  is  depressing,  and  it  is  really  bad. 

I  went  back  and  tried  to  get  insurance  firom  a  different  insurance 
company,  and  I  was  rejected.  I  was  rejected  because  I  had  a  broth- 
er who  died  from  colon  cancer.  I  went  to  UMass  and  had  a  test  for 
colon  cancer,  and  everything  was  proved  wonderftil,  and  I  showed 
that  to  my  doctor— he  wasn't  too  ni^py  with  this,  anyway.  But  I 
was  rejected. 

My  wife  tried  to  get  me  with  her  insurance  where  she  worked, 
and  th^  wouldn't  take  me;  I  was  a  bad  risk.  Now  I  am  wondering 
what  happens  if  I  get  sick  and  have  to  be  rushed  to  the  hospital 
maybe  a  heart  attack,  God  forbid.  What  happens  to  my  home  that 
I  have  worked  all  these  years  for,  my  wife  and  I?  I  could  lose  it 
ovemieht.  They  say,  oh,  no,  don't  wony  about  it  We  have  a  plan 
in  the  nospital,  and  the/ll  take  $2  or  $5  a  week.  Don't  worry  about 
a  thing.  The  doctors  are  good,  and  everything  else.  They  may  be 
good,  but  Fve  got  to  pay  that  bill,  and  how  can  I  pay  it  if^I  haven't 
got  any  money? 

I  had  an  operation  in  1982  on  a  collapsed  hme  that  is  coming 
along  pretty  £ood,  but  I  need  doctors.  Fve  got  to  nave  medical  at- 
tention, and  I  can't  get  it  because  I  haven't  got  the  insurance.  I  do 
get  it  over  at  UMass.  I  have  three  doctors  that  I  see  every  other 
month,  and  they  say  Fm  coming  along  fine  with  my  emphysema. 

But  it's  a  hecK  of  a  thing  to  be  working  all  these  years,  getting 
ready  for  retirement  age,  and  you  get  notnine  for  insurance.  Here, 
I  paid  for  it  all  my  life—thank  God  I  didn't  nave  to  use  it— but  I 
didn't  see  them  coming  back  and  saying,  '^ere  are  the  dividends." 
They  gave  me  exactly  nothing.  So  now  I  have  nothing. 

The  only  thing  I  have  ri^t  now  is  depression  and  fear.  I  mark 
the  calendar  every  day.  This  is  a  great  way  to  live.  What  we  need 
in  this  country  is  universal  insurance,  and  we  need  it  very  fast  We 
can't  wait  until  there  are  more  hardships  because  the  hardships 
are  hurting  all  of  us.  And  the  older  we  get,  there  are  always  doctor 
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bills,  regardless.  So  I  mst  can't  wait  Nobody  wishes  their  age  to 
be  accelerated,  but  I  do.  I  wish  I  was  65  years  of  age.  I  went  up 
yesterday  to  Central  Mass,  and  they  told  me  I  have  to  wait  until 

1  get  this  little  paper  for  Medicare.  I  guess  you  have  to  apply  3 
months  before  you  are  eli^^ble  for  the  Social  Security. 

And  this  is  only  one  tmng.  What  about  my  medication?  It  costs 
me  $22  for  what  they  call  Ventilin.  The  doctors  out  at  UMass  help 
me  out  a  httle  on  my  prescriptions;  otherwise  Fd  be  in  the  hospit^ 
all  liie  time.  They  get  me  my  Asthmacort  and  my  prednisone  and 
other  things  I  need,  and  they  have  all  been  wondeiful. 

But  it  has  just  gotten  to  the  point  where  I  don't  even  want  to 

fet  into  an  automobile;  I  don't  even  want  to  drive,  and  Fve  never 
ad  an  accident  in  my  life — am  innocent  But  if  someone  hit  me, 
what  am  I  goine  to  go  when  I  go  to  the  hospital?  They  don't  care. 
They  want  tiieir  money.  How  am  I  going  to  get  the  money?  I 
haven't  jot  any  money.  So  they  say,  '^af  s  all  r^t,  well  take  you 
home."  Have  I  been  working  ail  my  life  for  that? 

This  is  the  only  thing  I  have  in  life  besides  my  wife.  If  they  take 
that,  I  might  as  well  say  the  heck  with  everything. 

In  my  case,  I  never  quit  a  job.  My  employers  aD  went  out  of  busi- 
ness. I  didn't  know  what  it  was  to  have  a  day  off.  Fellows  used  to 
go  out  to  ihe  ball  game,  but  not  me;  Fd  stay  at  work.  The  insurance 
was  all  paid  Thank  God  I  never  used  it  They  raised  the  pre- 
miums, and  they'd  pay  them.  And  now  I  sit  back  and  I  say  to  my- 
self this  is  the  way  they  treat  you?  And  I  cant  get  any  insurance 
at  all.  The  only  insurance  I  can  get  is  from  AAfiP,  and  that  pays 
peanuts,  but  soil  it  is  a  little. 

So  Senator,  Fm  telling  you,  if  s  really  tou^  out  there,  as  you 
know.  We  are  all  suffermg,  and  if  s  not  ri^t  This  other  gi^r,  he 
doesn't  care.  Let  him  play  his  golf  and  do  whatever  he  wants.  Too 
mudi  foreign.  Let's  get  him  back  in  this  countiy  and  see  him  do 
something. 

The  Chairman.  Hear,  hear.  As  I  understand  it,  you  have  been 
paying  in  for  health  care  coverage  your  whole  wormng  life,  and  you 
nave  never  drawn  down  on  it 

Mr.  Kelly.  No,  Senator. 

The  Chairman.  So  here  is  an  employee  who  paid  in  all  of  his  life, 
and  now,  at  a  time  when  he  needs  it,  he  just  doesn't  have  it  You 
have  emphysema,  and  you  say  it  costs  about  $22  for  

Mr.  Kelly.  Yes,  and  I  go  throu^  these  Ventilins;  I  get  maybe 

2  weeks  out  of  one  of  them. 

The  Chakman.  So  what  do  you  estimate  it  costs  you  in  terms  of 
prescription  drugs  per  month? 

Mr.  Kelly.  About  $60.  And  how  much  longer  can  I  keep  that  up? 
I  can't  And  there  is  nobody  to  help  us. 

The  Chairman.  Under  tne  Medicare  program,  when  you  reach  65 
you  get  relief  for  some  of  this  attention;  but  prior  to  that,  in  order 
to  be  eligible  you  have  to  wait  2V^  years  before  it  really  effectively 
kicks  in  for  persons  with  a  disability;  am  I  correct  on  that? 

Mr.  Kelly.  Yes. 

-The  CHAiRBiAN.  That  is  an  extraordinarily  wonderful,  humani- 
tarian attitude  to  have.  After  they  certify  that  you  have  a  Usabil- 
ity, and  they  say  *We  know  you've  got  this  disability;  you  meet  the 
criteria,"  but  you  still  can't  get  any  nelp  for  2V^  years.  It  is  not  for 
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any  ^health  consideratdon,  but  strictly  in  terms  of  the  cost  factor, 
wmch  means  that  the  cost  is  going  to  be  paid,  but  the  pressure  it 
puts  on  a  person  like  Francis  Kelly  is  really  devastating,  and  I 
think  he  said  it  well. 

Mrs.  Kelly,  this  must  be  difficult  on  the  family  as  well? 

Mrs.  Kelly.  It  is,  not  knowing.  Usually  at  night,  FU  reach  over 
and  try  to  touch  him  to  see  if  he  is  all  ri^t  One  night,  he  was 
sort  of  wet,  and  the  first  thing  that  came  into  my  mmd  was  oh, 
God,  what  if  he  has  pneumonia.  All  these  thouc^ts  go  through  your 
mind,  you  know.  What  if  he  has  pneumonia?  Well,  Fd  have  to  rush 
him  to  a  hospital.  I  mean,  Fm  just  not  goinE  to  say,  well,  it  will 
go  away,  because  it  isn't  going  to  go  away.  So  I  worry  constantly 
about  hhn, 

I  was  working,  and  I  jiist  got  laid  off.  With  me,  it  was  budgetaiy. 
One  of  the  executives  got  laid  off,  and  he  has  a  family.  And  my 
.  .boss  felt  very  bad  about  it,  but  there  is  nothing  they  can  do.  It  is 
veiy  bad  in  the  State,  very,  verv  bad.  Something  has  to  be  done. 
It  is  almost  like  this  State  has  been  isolated  from  the  rest  of  the 
country,  and  I  don't  know  why,  but  it  is  very  bad.  They  have  just 
forgotten  us  in  New  England. 

The  Chairman.  Well,  I  think  what  this  means  in  terms  of  fami- 
lies, as  we  have  heard  this  morning,  is  incredibly  troublesome,  try- 
ing to  make  ends  meet  and  trying  to  anticipate  the  kinds  of  heal& 
dangers  that  we  are  faced  with. 

People  tell  us  that  anyone  can  go  around  the  State  and  find  three 
or  four  of  these  families,  and  that  those  are  just  individuals  who 
happen  to  have  fallen  upon  hard  times.  The  fiact  of  the  matter  is 
that  in  every  community  of  the  Commonwealth  you  will  find  this, 
in  every  blodc  of  Massachusetts,  similar  kinds  of  stories. 

We  have  had  numerous  hearings  now  on  the  8ul:gect8  of  health 
care  and  also  employment,  and  thev  are  closety  related  because  we 
are  job-based  communities  and  a  job-based  soaety,  so  th^r  are  very 
closely  related.  When  you  aren't  working,  you  certainly  aren't  going 
to  have  coverage;  and  when  you  are  working,  you  mig^t  have  it 
But  nonetheless,  these  are  men  and  women  who  have  worked  all 
of  their  lives,  who  have  been  good  citizens  in  their  communities, 
and  are  now  in  some  instances  getting  along  in  terms  of  years, 
have  paid  \ip  all  their  insurance,  and  are  now  fearing  the  dangers 
of  no  coverage.  That  is  just  fundamentally  and  categorically  wrong. 

We  s^predate  very  much  all  of  your  appearances  nere  this  morn- 
ing. As  I  mentioned  before,  the  best  way  to  express  my  own  appre- 
ciation is  to  fight  for  a  universal  health  program,  and  we  have  been 
fighting  for  it,  but  I  believe  that  we  have  a  real  opportunity  in  this 
Congress  to  get  some  action,  and  Fll  do  everythmg  I  posnbly  can 
to  get  it 

I  want  to  thank  you  all  very,  very  much.  Well  excuse  .you  and 
go  to  our  second  panel 

Our  second  panel  of  witnesses  will  share  with  the  committee 
their  perspectives  on  the  health  care  crisis  fi^m  their  particular 
vantage  point 

Minerva  Maldonado  is  the  vice  chair  of  the  board  of  directors  at 
the  Great  Brook  Valley  Health  Center  in  Worcester.  We  had  a  good 
opportimity  earlier  today  to  tour  that  center. 
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Lisa  Carroll  is  vice  president  of  health  services  for  the  Small 
Business  Service  Bureau  in  Worcester.  And  we  are  delighted  to 
have  seated  in  the  audience  her  father,  Frank,  who  is  the  president 
of  SBSB.  We  had  the  good  opportunity  to  have  his  testimony  before 
our  committee  in  Washington. 

Kathy  Metzger  is  the  consulting  director  of  the  Central  Mas- 
sachusetts Business  Group  on  Health. 

Gaiy  Spring  is  business  manager  for  the  SEIU  Local  495.  and 
treasurer  of  the  Worcester-Framingham  Central  Labor  CoundL 

I  welcome  all  of  you,  and  well  start  with  Minerva. 

STATEMENTS  OF  MINERVA  MALDONADO,  VICE  CHAIR,  BOARD 
OF  DIRECTORS,  GREAT  BROOK  VALLEY  HEALTH  CENTER, 
WORCESTER,  BIA;  USA  Bl  CARROLL,  VICE  PRESIDENT  OF 
HEALTH  SERVICES,  SMALL  BUSINESS  SERVICE  BUREAU, 
WORCESTER,  MA;  KATHY  METZGER,  CONSULTING  DIREC- 
TOR, CENTRAL  MASSACHUSETTS  BUSINESS  GROUP  ON 
HEALTH,  WORCESTER,  MA,  AND  GARY  J.  SPRING,  PRESI- 
DENT, SEIU  LOCAL  496,  AND  SECRETARY  AND  TREASURER, 
WORCESTER-FRAMINGHAM  CENTRAL  LABOR  COUNCIL, 
WORCESTER,  MA 

Ms.  Maldonado.  Thank  you.  Senator. 

My  family  and  I  are  users  of  the  Great  Book  Valley  Health  Cen- 
ter's services,  and  I  serve  as  vice  chair  of  the  board  ot  directors. 

Your  work  in  the  Senate  on  behalf  of  the  poor  is  well-recomized 
by  all  of  us  who  care  for  those  who  are  underserved.  Your  Imls,  S. 
493  and  S.  1227,  the  HealthAmerica  legislation,  especially  attend 
to  many  of  the  issues  that  re  dear  to  us. 

Located  in  the  midst  of  the  larger  housing  project  in  Worcester, 
the  health  center  cares  for  many  of  the  wondng  poor  and  unin- 
sured throughout  Worcester.  Seventy-six  percent  of  our  clients  are 
Latino,  and  16  percent  are  black.  Nine^  percent  have  incomes 
below  the  poverty  level,  and  one-third  speak  only  Spanish.  We  have 
16,000  registered  users. 

The  two  most  common  diagnoses  for  the  adolescents  we  care  for 
are,  first,  pregnancy,  and  second,  depression.  Twenty-nine  percent 
of  the  births  managed  by  the  health  center  last  year  were  to  teen- 
agers, as  compared  to  13.2  percent  of  births  to  teenagers  in  Worces- 
ter and  8.5  percent  of  the  births  in  the  State. 

Worcester  faces  the  same  problems  related  to  infant  mortality  as 
do  the  migor  cities.  The  gap  between  black  and  white  infant  sur- 
vival is  unconscionable,  at  17.4  versus  9J2  per  thousand  live  births 
for  the  period  1986-89.  Worcester's  overall  infant  mortality  rate  ex- 
ceeds the  States's  rate.  Yet  resources  have  been  limited  in  this  area 
because  we  cannot  compete  with  the  needs  of  the  largest  cities. 

HIV  and  substance  abuse  are  additional  problems  faced  fay  our 
users.  It  is  estimated  that  in  Worcester  there  are  2,000  HiV-in- 
fected  individuals.  An  estimate  of  4,000  IV  drug  users  makes  us  a 
community  at  risk.  HIV  infection,  as  in  many  other  inner  cities, 
differentifulv  affects  the  minority  population.  The  care  ^ven  to  our 
chents  has  become  more  complex  as  their  need  for  services  has  in- 
creased. For  instance,  2  weel^  ago  we  had  a  visit  from  an  HIV-in- 
fected client  who  was  uninsured.  He  needed  Bactrim  and  other 
medications.  He  should  be  eligible  for  Medicaid,  but  was  still  in  the 
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-  process  of  -applying,  with  assistance  from  our  advocacy  efforts. 
These  medications  were  not  available  to  him  because  the  pharmacy 
only  gets  reimbursed  for  •high-cost"  HTV  drugs. 

Tne  health  center  has  to  absorb  greater  costs  associated  with  the 
cost  of  this  and  similar  clients.  It  is  critical  that  we  continue  to 
pursue  a  system  of  reimbursement  which  entitles  Uie  chent  and  not 
the  provider. 

The  lack  of  an  overall  8>[stem  of  insurance  coverage  places  an  in- 
credible burden  on  the  primary  care  providers  to  aehver  the  nec- 
essary care  in  an  environment  that  has  become  ever  more  complex. 
Managed  care  has  been  the  practice  of  community  health  centers 
since  their  beginning  in  1965  at  Columbia  Point  in  Boston.  Access 
to  care  which  is  comprehensive  and  which  attends  to  the  unique 
needs  of  our  clients  is  cost-effective.  Yet  we  are  fadnc  an  environ- 
ment in  Massachusetts  which  threatens  the  veiy  fabric  of  these 
services  by  demanding  price  competition. 

The  population  we  serve,  as  you  heard  from  the  previous  wit- 
nesses who  testified  about  the  risks  of  losing  their  insurance,  is 
needy,  but  with  the  economic  situation  the  way  it  is,  it  is  increas- 
ing^ evident  that  more  people  are  becominE  more  nee4y. 

Tne  recession  has  drastically  increased  the  number  of  uninsured. 
Two  of  our  self-paid  clients  nave  recently  filed  for  personal  bank- 
nmtcy. 

Senator,  we  need  you  to  continue  to  work  on  the  very  issues  to 
which  you  have  made  a  commitment:  Stable  fiinding  for  care  to  the 
poor,  universal  coverage,  substance  abuse  treatment  on  demand, 
preventive  services,  and  malpractice  insurance  relief  for  those  who 
make  their  life  mission  to  serve  those  who  otherwise  would  go  un- 
derserved.  Thank  you. 

The  Chairman.  Thank  you.  I  think  weH  hear  firom  all  of  the  wit- 
nesses and  then  get  to  the  questioning.  Lisa  CarroU. 

Ms.  Carroll.  Good  mormng,  Mr.  Chairman. 

I  want  to  thank  you  for  the  opportunity  to  address  you  today  on 
the  Democratic  leadership's  HealuAmerica  legislation. 

My  name  is  Lisa  Carroll.  I  am  a  registered  nurse  and  vice  presi- 
dent of  health  services  for  the  SmiQl  Business  Service  Bureau, 
which  has  national  headquarters  based  here  in  Worcester. 

SBSB  is  one  of  the  largest  private  sector  small  business  associa- 
tions in  the  country.  Most  of  our  35,000  members  are  small  compa- 
nies employing  fewer  than  25  people.  In  fact,  many  are  sole  pro- 
prietorships and  partnerships. 

SBSB  provides  our  member  firms  with  legislative  advocacy,  man- 
agement assistance,  and  access  to  group  benefits  and  services.  One 
of  the  most  vital  services  we  offer  to  small  businesses  is  access  to 
group  health  insurance  through  Blue  Cross/Blue  Shield  and  HMO 
programs.  SBSB  pools  the  small  groi4)s  into  a  larger  group  which 
promotes  marketing  and  administrative  efficiency  and  premium 
stabilization. 

Small  business  owners  need  and  want  comprehensive  health  in- 
surance protection  for  themselves,  their  families  and  their  employ- 
ees. -But  over  the  past  few  years,  small  business  owners  have  found 
it  increasingly  difacult  to  obtain  and  retain  affordable  health  insur- 
ance covercuze.  Annual  premium  rate  increases,  which  have  ranged 
fi^m  30  to  200  percent,  have  forced  small  business  owners  to  shop 
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for  new  carriers,  creating  a  "chumine*  effect  in  the  market,  which 
encourages  small  group  market  instability,  and  "cream  skimming 
by  insurers. 

Small  businesses  also  find  that  if  an  employee  or  dependent  has 
an  illness  or  has  utilized  medical  services,  they  have  few  healUi  in- 
surance options  from  which  to  choose.  The  small  company  then  be- 
comes locKed  into  their  existing  health  insurance  program  at  ever- 
increasing  rates,  until  it  is  so  unaffordable  they  must  cancel  cov- 
erage altogether  and  become  uninsured. 

^e  primary  reason  why  small  companies  do  not  offer  health  in- 
surance is  that  they  cannot  afford  it  Small  companies  are  more 
sensitive  to  dramatic  premium  increases,  which  affect  their  cash 
flow.  This  means  small  business  owners  are  more  wiUmg  to  change 
insurers  for  a  lower  premium.  It  is  common  for  small  employers  to 
change  insurers  to  save  as  little  as  $40  per  contract  per  monui. 

Most  companies  have  experienced  laree  rate  increases  over  the 
past  year.  A  recent  report  in  Business  Insurance  quoted  1991  in- 
demnity rate  increases  to  be  in  the  20  to  25  percent  range  and 
HMO  premium  increases  in  the  10  to  15  percent  range. 

On  we  surface  these  mav  seem  like  moderate  rate  increases,  but 
add  these  percentages  to  tne  higher  base  premium  rate  common  in 
the  small  group  market,  and  it  Becomes  clear  why  small  companies 
shop  for  lower-priced  alternatives  or  decide  to  go  uninsurcMl.  Ac- 
coroing  to  Foster  and  Higgins,  the  1990  premium  for  all  companies 
was  $3,200  per  employee.  Small  companies  are  paying  rates  that 
start  at  $3^200  a  year,  and  some  pay  as  much  as  $25,000  a  year 
for  one  employee.  And  Fd  like  to  say  that  recently  Empire  Blue 
Cross  has  had  a  lot  of  press  about  their  rate  increases  in  their 
small  group  market  and  has  quoted  that  some  employees  will  be 
charged  $1L000  a  year  for  one  contract 

Most  small  business  owners  earn  only  $10-$50,000  annually  and 
work  6  to  7  days  per  week.  They  are  not  wealthy  people,  and  their 
economic  ability  to  offer  health  insurance  coveraige  nas  been  ad- 
versely impacted  by  a  weak  economy  and  hig^  insurance  pre- 
miums. 

Making  health  insurance  affordable  is  equal  to  if  not  more  impor- 
tant than  the  access  issue.  Discussing  access  necessitates  discuss- 
ing price.  In  a  recent  survey  of  SmaU  Business  Service  Bureau 
meinbers,  41  percent  of  respondents  reported  that  health  insurance 
was  their  most  costly  business  insurance  expense.  The  muority  of 
respondents  also  voted  that  th^  would  support  a  national  health 
care  system  if  and  only  if  it  guaranteed  coverage  at  affordable 
rates. 

SmaU  businesses  offering  health  insurance  currently  pay  for 
State-mandated  benefits,  wmch  drive  up  premium  costs  as  much  as 
20  percent;  cost-shifting  fit>m  providers,  hospitals  and  insurers  due 
to  the  abitity  of  lan^e  companies  to  ne^tiate  preferred  discounts 
and  self-insiured  ERISA  plans;  cost-shiftmg  due  to  decreased  Medi- 
care and  Medicaid  reimbursement;  and  medical  ii^tion. 

Compounding  the  problem  of  higher  base  rates  in  small  groups, 
insurance  companies  nave  become  very  sophisticated  in  their  ratmg 
methodologies.  Basically,  if  you  are  youne  and  healthy,  you  will  get 
a  lower  rate.  HMO's,  on  the  other  hand,  nave  been  more  successful 
in  offering  affordable  coverage  to  small  business  regardless  of  age 


49 

or  health  status,  if  they  can  survive  the  rating  and  underwriting 

g radices  of  their  competitors.  In  this  regard,  leveling  the  playing 
eld  among  insurers  is  critical. 

We  are  pleased  that  the  HealthAmerica  proposal  begins  to  ad- 
dress the  affordability  issue  by  creating  tax  incentives  for  small 
companies  which  offer  insurance  to  their  employees,  and  by  creat- 
ing a  benefit  package  whidi  preempts  State-mandated  benefit  Laws. 
The  legislation  also  focuses  on  the  special  needs  of  new  business 
start-ups,  encourages  the  use  of  managed  care  plans,  and  addresses 
how  health  insurance  is  rated. 

Fd  like  to  talk  about  the  rating  issue  for  a  moment  The  argu- 
ment of  community  rating  versus  experience  rating  is  tooted  in  uie 
more  fimdamental  issue  of  the  youne  subsidizing  the  old  and  the 
healthy  subsidiang  the  unhealthy.  This  problem  is  compounded  by 
an  agmg  society  where  we  treat  more  conditions  more  intensely. 
This  so(nal  policy  question  is  difficult  to  answer.  However,  imple- 
mentation of  rating  formulas,  which  spread  risk  and  do  not  dis- 
criminate against  small  companies  because  of  the  type  of  business 
activity  they  represent,  or  the  individual  a^  or  sex  of  employees 
are  positive  steps.  Rate  compression  and  bmitation  on  rate  vari- 
ations and  increases  are  necessary  in  the  small  group  market,  and 
some  form  of  commimity-based  rating  should  be  a  long-range  goal. 

Reform  of  the  small  business  insurance  market  will  enhance  ac- 
cess to  coverage.  Underwriting  and  eli|ibili^  restrictions  make  it 
difficult  for  those  companies  that  can  anord  msurance  to  obtain  it 
In  addition,  insurers  often  base  their  guidelines  on  what  the  com- 
petition is  doinE  in  the  same  marke^lace.  The  domino  effect  of 
competitive  underwriting  and  rating  practices  contributes  to  the 
adverse  selection  phenomenon  and  too  often  results  in  the  small 
employer  being  the  loser. 

Prohibiting  carriers  from  *cherry-piddng*  the  best  risk  will  di- 
minish the  effects  of  adverse  selection  on  those  health  insurance 
plans  which  have  not  engaged  in  risk-aversive  underwriting  prac- 
tices. Beneficial  access  features  of  small  group  reform  whidi  SBSB 
supports  include:  Prohibiting  medical  underwriting  and  denial  of 
individuals  or  groups  because  of  actual  or  anticipated  health  condi- 
tions or  claims  experience;  continuity  of  coverage  provisions;  guar- 
anteed renewability,  and  limitations  of  pre-existing  condition  exclu- 
sions and  waitine  periods. 

There  are  he^uth  insurance  programs  in  the  market  which  are 
available  on  a  guaranteed-issue  buis  for  small  companies,  but  the 
eligibility  guidelines  are  so  restrictive  few  companies  can  qualify. 

Eligibility  guidelines  such  as  employer  contribution,  employee 
participation  and  date-of-hire  requirements  must  be  assessed  for 
ease  of  compliance  by  a  small  employer.  This  is  an  important  as- 
pect of  balancing  access  and  availability  of  coverage  and  employer 
incentive  with  underwriting  stability. 

SBSB  encourages  the  Democratic  leadership  to  review  the  eligi- 
bility guidelines  in  the  HealthAmerica  proposal  given  this  situa- 
tion. As  written,  they  may  remove  employer  flexibility  in  structur- 
.  ing  employee  benefits  that  meet  the  company's  financial  needs  and 
the  needs  of  employees. 

This  issue  has  taken  on  critical  importance  given  the  economic 
downturn  experienced  l^  small  businesses.  For  example,  a  general 
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contractor  was  forced  to  cancel  the  health  insurance  for  his  com- 
pany of  three  due  to  cash  flow  problems.  He  had  been  enrolled  in 
the  same  plan  for  over  8  years  but  had  to  make  a  choice  between 
payine  for  the  insurance  or  keeping  his  staff  employed.  He  is  now 
reapp^ing  for  coverage  because  contracting  jol^  have  picked  up 
slimtly  over  the  summer. 

A  survey  of  subscribers  recently  canceled  from  a  vexy  reasonablv- 
priced  HMO  in  Massadiusetts  demonstrated  that  32  percent  could 
not  even  a%rd  this  premium.  Most  of  these  people  were  strugii^ing 
to  remain  in  business  in  an  economy  with  unemployment  over  10 
percent 

In  conclusion,  small  businesses  are  8iQ>portive  of  reforming  the 
small  ^up  insurance  market  because  it  nas  become  increasmgly 
expensive  and  restrictive.  They  re  supportive  of  improved  tax  treat- 
ment, from  wiiich  big  business  has  benefited  for  years.  Structural 
maiket  reibrms,  when  implemented  with  reforms  in  the  area  of 
long-term  care.  Medicaid  foiandng  and  eligibility,  and  malpractice 
insurance,  will  close  many  of  the  gaps  in  the  present  American 
health  system.  The  HealthAmerica  proposal  offers  a  foundation  for 
debate  and  eventual  resolution  of  these  issues. 

Small  employers  are  not  supportive  of  a  mandate  to  provide  ben- 
efits they  have  had  difficulty  obtaining  and  retaining  in  the  first 
place.  Employer  mandates  will  not  be  necessary  if  insurers,  legisla- 
tors and  the  small  business  community  work  cooperatively  to 
strengthen  the  private  insurance  market 

There  are  several  examples  of  very  successful  health  insurance 
programs  right  here  in  Worcester  that  are  working  for  the  small 
businesses  m  this  community.  Fallon  Community  Health  Plan  has 
been  a  very  popular  and  a  premier  example  of  how  health  insurers 
and  the  sinall  business  community  can  find  common  ground. 

It  is  important  that  the  private  and  public  sectors  work  together 
to  keep  toe  countiy's  small  businesses  operational,  fav  promoting 
access  to  affordable  health  insurance  for  toemselves.  their  depend- 
ents and  employees.  SBSB  commends  the  efforts  of  Hke  chairman 
and  the  Democratic  leadership  to  listen  to  and  address  the  con- 
cerns of  the  small  business  population  as  th^  respond  to  the 
health  care  problem  fodng  this  Nation. 

Nationally  recognized  expert  on  economics.  Dr.  David  Birch,  indi- 
cated that  companies  wiUi  fewer  than  20  employees  created  88  per- 
cent of  new  jobs  between  the  last  recessionary  period  of  1981  to 
1985.  To  reverse  the  impact  of  the  present  recession,  the  business 
climate  must  be  conducive  to  allow  growth  in  the  immediate  future. 

We  encourage  the  legislators  to  enact  health  care  reforms  which 
wiU  help  America's  small  businesses  to  compete  fairly  in  our 
shrinkingand  ever  more  competitive  marke^lace.  Thank  you. 

The  (%AIBMAN.  Thank  you  for  that  very  helpful  and  com- 
prehensive commentary. 

I  must  say  I  am  just  amazed  that  any  small  business  can  have 
anv  coverage  at  all  the  way  they  are  treated  in  the  tax  code.  About 
half  of  the  employees  in  the  country  who  work  for  small  businesses 
get  coverage  in  this  country.  It  is  just  amazing  to  me  that  any  of 
uiem  can  provide  it  They  are  treated  differently  in  the  tax  code. 
They  make  adjustments  every  2  or  3  years,  generally,  in  terms  of 
finding  other  policies.  If  they  nave  a  serious  iOness  or  a  mcgor  acd- 
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dent  in  the  company  or  corporation,  their  premiums  jump  up  to  re- 
-  fleet  it  and  make  it  virtually  impossible  for- that  company  to  con- 
tinue to  afford  it 

So  it  is  extremely  unfair  at  this  time.  We  know  that  generally, 
for  the  insurance  companies  that  are  selling  to  the  small  busi- 
nesses, up  to  35  or  40  percent  of  tiie  amount  that  is  paid  in  to  the 
employer  goes  to  either  profit  or  to  administrative  costs.  And  as 
has  been  pointed  out,  the  ability  of  the  migor  insurance  companies 
to  target  the  healthy  and  the  young  and  really  move  toward  that 
group  rather  than  many  others  in  the  society  who  are  in  need  of 
coverage  is  something  that  has  to  be  focused  on. 

As  was  mentioned,  Ms.  Carroll,  we  include  measiires  in  the  tax 
code  for  treating  smaller  companies  the  same  as  the  large  compa- 
nies; we  also  provide  a  tax  credit  which  effectively  would  move  the 
cost  of  the  premium  to  the  employer  to  about  half.  We  do  permit 
those  employers  who  are  employing  part-time  and  low-income  indi- 
viduals to  be  able  to  take  a  percentage  of  payroll  and  effectively 
meet  their  obligations  to  coverage  in  that  way.  And  we  preempt  the 
States  in  terms  of  their  benefit  package. 

We  have  a  benefit  package  which  is  really  a  small  Chevy  or  a 
small  Ford;  it  is  not  a  Buick  and  certainly  not  a  Cadillac  program. 
It  is  a  program  which  has  the  equivalency  of,  as  I  understanc^  bet- 
ter than  90  percent  of  all  of  the  programs  that  are  being  provided 
at  the  present  time.  We  provide  some  fiex&ilily  in  how  to  oeal  with 
the  various  accounting  provisions.  Your  testimony  was  veiy  helpfiil. 

Minerva,  before  we  get  away  from  the  points  that  you  made 
about  the  health  center,  I  just  wanted  to  ask  you  whether  you  have 
seen  any  change  in  3rour  patient  load  as  a  result  of  the  recession. 
During  our  opportunity  to  stop  fay  earlier  today,  we  talked  about 
personnel  and  being  able  to  retain  personnel,  the  role  of  the  board 
and  some  of  the  challenges  in  terms  of  infant  mortality  because  of 
the  way  the  particular  infant  mortality  figures  are  assessed,  whidi 
reflect  many  of  the  same  kinds  of  problems  in  terms  of  that  par- 
ticular population  group  that  exist  in  Boston  or  other  lareer  cities 
in  the  Commonwealth,  and  because  of  the  way  the  fiamding  for- 
mulas are  &shioned,  we  don't  see  those  who  are  m  need  of  prenatal 
care  receiving  services. 

But  let  me  ask  you  this.  Do  you  see  much  of  a  change  in  your 
population— is  there  greater  need  now?  Is  there  less  ability  to  be 
able  to  contribute  whatever  they  have  been  able  to  contribute  in 
the  past? 

Ms.  Maldonado.  There  is  a  definite  increase  in  the  patient  load. 
We  see  the  community  health  centers  as  the  lifeline  of  these  com- 
munities, especially  for  the  poor,  and  as  more  and  more  people  are 
unemployed,  we  are  seeing  that  we  are  absorbine  that  community, 
and  that  population  of  people  who  are  uninsurea  are  coming  to  us 
for  services  because  we  do  provide  services  on  a  sliding  fee  scale. 

We  have  been  receiving  Federal  reimbursement  grants  toward 
those  self-pay  patients,  but  within  the  last  5  years,  we  have  really 
gotten  no  increase  in  that  reimbursement  So  definitely,  we  are  ab- 
sorbing a  lot  of  the  community. 

The  Chairman.  We  are  also  seeing  increases  in  the  costs  of  some 
of  the  prescription  drugs  as  well.  We  are  trying  to  work  with  the 
PMA  to  see  it  we  can't  get  some  additional  consideration  because 
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of  the  increase  in  terms  of  the  cost  of  drugs  through  nei^boiiiood 
'health'centers-and  community  health-centers  generally.  Hopefully,  - 
well  be  able  to  be  of  some  help  in  that  regard.  OK 

Kathy  Metzger,  we'd  be  delighted  to  hear  from  you. 

Ms.  METZcasR.  rd  like  to  thank  you  and  your  staff,  Senator  Ken- 
nedy, for  givine  us  this  opportunity. 

I  am  Kathy  Metzger,  tne  eonsultine:  director  of  the  Central  Mas- 
sadiusetts  Business  Group  on  Healtn.  The  CMBGH  is  a  coalition 
of  more  than  30  companies  and  nonprofit  organizations.  It  has  been 
active  in  the  Worcester  area  since  A  major  puipose  of  the  or- 
ganization is  to  help  its  members  manage  their  health  care  benefits 
programs  and  improve  the  health  status  of  their  employees  and 
their  dependents.  The  Central  Mass  Business  Group  is  concerned 
with  the  development  of  policies  and  programs  that  support  hieh- 
quality,  cost-effective  ana  affordable  health  care  in  Central  Mels- 
sabhusetts. 

Thank  vou  for  this  opportunity  to  talk  with  you  and  vour  staff 
about  S.  1227.  HealthAmerica.  We  recognize  it  as  a  sijpincant  con- 
tribution to  the  discussion  about  national  health  reform.  We  are 
pleased  to  see  the  focus  on  access,  quality  and  cost  issues  which  the 
Worcester  commimity  has  long  seen  as  interrelated.  Access,  cost 
management,  and  quality  improvement  were  emphasized  when  the 
community  sought  and  received  funding  from  the  Robert  Wood 
Johnson  Foundation  for  the  Worcester  Ai^a  Systems  for  Affordable 
Health  Care  Project 

The  Central  Mass  Business  Group  has  not  taken  a  formal  posi- 
tion on  this  legislation.  Our  review  and  discussion  are  incomplete. 
During  the  last  several  months,  our  membership  has  focused  its  at- 
tention on  health  care  legislati(m  within  ihe  State.  Possibly  today 
could  be  a  start  in  a  dialogue  about  health  care  reform  at  the  na- 
tional level 

In  spite  of  the  efforts  of  many  Worcester  area  businesses  and 
nonprofit  organizations  to  purchase  health  care  more  prudently^ 
most  are  flEi^  with  an  ever  increasing  cost  for  providing  healui 
care  to  their  employees.  Business  pays  for  approximately  30  per- 
cent of  the  healtn  care  in  the  country,  and  increasing  costs  are  a 
migor  concern. 

Recent  HCFA  figures  indicate  that  business  spent  $173.4  billion 
on  health  care  in  1989,  which  was  8.3  percent  of  wages  and  sala- 
ries. This  does  not  include  the  employee's  share  of  premiums, 
deductibles  or  copavs,  whidi  as  they  grow  erode  the  employee's 
buying  power,  nor  do  these  figures  include  the  tax  dollars  contrib- 
uted by  businesses  that  are  allocated  for  health  care  at  the  State 
and  Feieral  level 

We  should  all  be  concerned  that  when  we  spend  too  much  for 
health  care,  we  are  usine  resources  that  could  be  used  for  edu- 
cation, public  safebr,  or  allocated  to  the  uninsured,  and  business  is 
verv  interested  in  finding  a  solution  to  the  health  care  problem. 

Our  members  are  loolang  for  solutions  and  would  like  to  actively 
participate  in  this  discussion. 

Like  the  Washington  Business  Group  on  Health,  the  Central 
Mass  Business  Group  can  support  a  number  of  the  concepts  in- 
cluded in  the  HealthAmerica  legislation.  We  are  interested  to  learn 
the  details  of  some  of  the  proposals.  In  particular,  the  concepts  we 
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could  support  include  the  following:  universal  insiirance  coverage 
for  Americans;  expanded  funding  for  community  health  centers;  ex- 
panded outcomes  research,  practice  guidelines  and  technology  as- 
sessment to  address  quality  and  cost  issue.  We  support  the  collec- 
tion and  dissemination  to  purchasers  of  cost  and  quality  data  on 
providers;  the  restructuring  of  Medicaid,  with  comprehensive  Fed- 
eral eligibility,  coverage  and  reimbursement  standards  is  very  im- 
portant; reduced  cost-shifting  to  the  private  sector  by  public  sector 
payers;  reform  of  the  small  group  health  insurance  market  is  obvi- 
ously very  important;  encouragement  of  systems  that  reduce  paper 
flow  and  cost  of  administration,  and  medical  malpractice  reform 
are  all  very  important  parts  of  this  legislation. 

The  Central  Mass  Business  Qro\ip  is  also  very  pleased  to  see 
that  managed  care  is  encouraged  in  the  HealthAmerica  legislation. 
We  would  agree  with  the  following  testimony  of  Mary  Jane  Eng- 
land, president  of  the  Washington  Business  Group,  however,  who 
pointed  out  that  HealthAmerica  does  not  go  far  enoudi  in  this  di- 
rection— ^that  is,  managed  care.  For  example,  capping  uie  cost-shar- 
ing while  barring  employers  from  offering  only  closed  panel  net- 
works creates  a  disincentive  to  effective  managed  care  arrange- 
ments. Ironically,  this  disincentive  operates  most  strongly  in  tiie 
case  of  hig^-cost  persons  who  generate  the  bulk  of  health  care  costs 
and  who  have  the  most  to  gain  from  quality-oriented  managed 
care." 

The  Worcester  area  has  a  lot  of  experience  with  managed  care. 
The  purpose  of  the  WASAHC  project  was  to  ensure  that  area  resi- 
dents have  access  to  hig^-quality  health  care  services  at  the  most 
affordable  rates  possible.  A  m^or  goal  of  that  effort  was  to  have 
50  percent  of  the  Worcester  area  population  enrolled  in  managed 
care  plans  and  50  percent  in  managed  care  insurance. 

At  the  conclusion  of  that  project,  approximately  42  percent  of  the 
community  was  enrolled  in  managed  care.  We  are  fortunate  to 
have  had  a  choice  of  managed  care  plans  available  here  from  whidi 
employers  and  employees  could  choose.  And  I  might  add  that  sev- 
eral of  the  area  health  plans  have  made  their  health  plans  avail- 
able not  only  to  the  Medicaid  population  but  also  that  th^r  have 
participated  in  pilot  programs  whidi  have  sought  to  expand  cov- 
erage for  the  unemployed  and  others  who  have  not  had  coverage. 

I  think  satisfaction  is  one  of  the  reasons  that  there  is  often  con- 
cern about  managed  care.  In  late  1989/early  1990,  WASAHC  and 
the  Business  Group  surveyed  employees  at  10  Worcester  employers 
to  determine  satismction  with  their  chosen  health  plans.  T^e  num- 
bers allowed  us  to  analyze  the  results  from  three  health  plans.  The 
respondees  differed  in  what  they  saw  as  the  best  and  worst  fea- 
tures of  their  plans,  but  overall  satisfaction  levels  for  these  plans 
offered  in  Worcester  were  over  90  percent,  and  we  see  these  results 
as  positive  about  some  of  the  managed  care  options  available  in  the 
Worcester  area. 

We  also  think  that  information  is  very  important  for  consumers. 
Employers,  employees  and  other  consumers  need  very  ,  good  com- 
parative information  if  they  are  to  choose  among  the  health  plans 
available  in  their  commimities,  and  we  would  encourage  you  to 
si^)port  making  this  information  available  in  your  legislation. 
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Last,  the  *pay  or  play^  approach  to  expanding  access  and  partici- 
pation has  been  controversial  among  businesses  in  Central  Mas- 
sachusetts, as  it  has  been  around  the  country.  Employers  have 
been  divided.  I  think  what  I  can  best  say  about  this  is  that  the  spe- 
cifics of  implementation  and  more  details  about  the  financing 
under  S.  1221  must  be  further  detailed  before  we  can  comment  on 
that.  But  we  want  you  to  know  lhat  we  do  support  reforms,  and 
we  support  your  efforts.  Tliank  you. 

Hie  Chassman.  Tliank  you  veiy  much.  I  hope  youH  do  a  careful 
evaluation  for  your  group  on  what  the  impact  of  our  bill  would  be 
on  your  clientele  businesses,  because  at  least  our  information  is 
that  it  would  save  them  when  fulhr  implemented,  and  I  think  it 
wtXL  be  of  some  value  in  making  their  own  judgment  as  to  what 
they  are  going  to  do  if  they  at  least  have  that  information. 

Basically  what  we  have  attempted  to  do  with  all  the  various 
groups  down  there  is  to  ask  them  to  get  their  best  accountants  and 
review  the  various  programs  that  have  been  put  in.  I  think  you  are 
going  to  find  the  most  expensive  plan  of  all  is  to  do  nothing,  and 
that  is  going  to  have  the  most  adverse  impact  on  businesses. 

So  we  do  want  to  work  closely  with  your  group.  We  know  that 
they  have  been  very  constructive  and  positive  here  in  the  greater 
Worcester  community  as  well  as  in  the  State. 

One  of  the  points  that  you  mentioned  was  the  availability  of  in- 
formation. We  have  every  intention  of  encouraging  that  We  require 
the  kind  of  information  that  is  being  made  avaihble  by  providers 
in  Pennsylvania,  both  for  hospitals  and  physicians.  It  is  just  infor- 
mation concerning  utilization  and  other  kinds  of  cost  fiactors.  Tliis 
is  having  an  important  impact  in  terms  of  making  it  available  to 
consumers.  So  people  are  watching  that  very  closely*  So  we  thank 
you  for  your  comments  and  also  for  your  sugeestions  and  look  for- 
ward to  working  with  you.  Gary  Spring,  oomd  we  hear  from  you, 
please? 

Mr.  Spring.  Good  morning.  Senator  Kennedy.  Thank  you  for  the 
opportunity  to  testilfy  this  morning.  For  the  record,  my  name  is 
Gary  Spring,  and  I  am  business  manager  of  SEIU,  Local  495,  and 
treasurer  of  the  Worcester-Framingham  Central  Labor  Council, 
AFL-CIO. 

I^ere  is  no  bigger  issue  facing  employers  and  workers  of  this 
country  than  access  to  affordable,  quality  health  care.  The  current 
situation  is  nothing  short  of  a  crisis,  and  its  effects  are  staggering. 

Thirty-seven  milBon  Americans  have  no  health  care  protection  at 
alL  Hospital,  doctor,  and  prescription  drug  costs  are  rising  every 
vear.  Cost-shifting  of  insurance  from  employer  to  woridng  families 
has  become  the  single  most  contentious  point  in  collective  bargain- 
ing. Eighty-five  percent  of  all  strikes  center  around  health  care 
costs. 

Unions  have  since  1920's  called  for  a  national  health  care  pro- 
gram that  guarantees  access  to  all  citizens.  Todav  we  ask  why 
Americans  are  spending  more  of  their  resources  for  health  care 
than  countries  like  Canada,  Japan  and  England,  when  those  coun- 
tries have  guaranteed  care,  l^e  time  has  come  for  our  political 
leaders  to  act. 
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While  the  AFL-CIO  has  not  endorsed  any  health  care  bill,  labor 
has  embraced  a  set  of  basic  principles  that  should  guide  the  debate 
and  the  legislation. 

These  principles  call  for  national  health  care  reform  to  be  afiford- 
able.  comprehensive  in  long-  and  short-term  coverage,  universal  in 
availability,  effective  for  cost  containment,  hig^  quality,  and  able 
to  move  wiUi  a  worker  from  job  to  job  and  area  to  area. 

This  is  a  national  agenda.  Let  me  explain  how  this  nationwide 
crisis  affects  workers  and  families  in  the  Worcester  area. 

The  City  of  Leominster  arbitrarily  implemented  a  change  in  the 
indemnity  carrier  from  Blue  Cross/filue  Shield  Master  Health  Plus 
to  Blue  Cross^lue  Shield  Migor  Medical  The  employees'  payment 
now  for  Master  Health  Plus  coverage  is  $214.52  per  month  where 
previously  it  was  $144.44  per  month — an  increase  of  $70.80  per 
month.  Compounding  ^s,  tiiere  was  a  30  percent  reduction  of 
force.  The  laid-ofT  workers  were  now  responsible  for  their  total  pre- 
mium of  $577.76  plus  2  percent  administrative  cost  under  the 
COBRA  law.  This  would  have  to  be  paid  out  of  their  unemployment 
compensation  of  $270  per  week  for  a  family  of  four. 

Another  case  in  point  is  the  Town  of  Spencer,  where  coverage 
under  Blue  Cross/Blue  Shield  Master  Health  Plus  was  a  change 
from  the  employee  paymg  $4.55  per  month  to  $126  per  month  now. 

These  two  cases  are  indicative  of  what  is  happening  in  the  areas 
we  represent 

Admittedly,  I  cannot  put  all  the  blame  on  the  employer  because 
of  the  cost  of  the  increase  in  the  premiums.  The  aforesaid  commu- 
nities are  now  in  negotiations.  There  have  been  no  wage  increases 
for  the  last  year,  and  in  some  cases  2  years.  The  upcomine  year 
does  not  look  anv  better  in  regard  to  wage  increases,  maiiuy  be- 
cause the  cost  or  health  insurance  is  taking  all  the  mon^s  away 
from  any  other  collective  bargaining  areas. 

I  would  also  like  to  point  out  that  the  salaries  of  the  employees 
that  495  represents  in  the  area  range  from  $12,000  to  $20,000  per 
year.  ,In  many  cases,  the  employees  are  laid  off  to  balance  the 
budget  Because  health  care  costs  in  budgets  for  many  towns  and 
municipalities  have  become  so  large  that  they  caimot  retain  the 
same  number  of  emplc^ees,  they  are  laying  people  off  in  order  to 
maintain  the  budeet,  and  the  health  insurance  is  becoming  the 
budget  buster  for  the  communities. 

I  would  like  to  take  this  opportunity.  Senator  Kennedy,  to  say 
how  proud  and  honored  we  are  to  have  a  champion  Senator  from 
Massachusetts  as  yourself  in  Washington,  and  I  applaud  you  on  be- 
half of  the  AFLp-CIO  and  SEIU  for  all  the  work  you  have  done  in 
this  endeavor  and  any  other  endeavor  to  help  support  benefits  for 
the  common  man.  I  thank  you. 

The  Chairman.  Thank  you  very  much,  Gary. 

TeU  me  a  little  bit  about  your  mernbers.  Have  many  of  them 
been  laid  off  in  the  recession? 

Mr.  Spring.  Rij^t  now,  my  own  membership  is  probably  down 
about  30  percent  in  the  last  2  years.  In  the  City  of  Worcester  alone, 
I  believe  we  have  lost  125  in  this  fiscal  year  we  are  in  ri^t  now, 
and  throughout  the  countiy  probably  approximately  another  100 
einployeeshave  lost  their  jobs. 

llie  Chairbian.  Are  they  able  to  continue  their  coverage? 
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Mr.  Spring.  No. 

The  Chairbian.  Do  yoa  think  most  of  them  lose  it  over  a  period 
of  time? 

Mr.  Spring,  l^e  Universal  Health  Care  of  Massachusetts  is 
somewhat  of  a  supplement  to  help  out  with  the  health  insurance, 
but  if  you  have  a  Master  Health  Plus  poli^r,  which  is  certainly  the 
premium  policy  with  Blue  Cross  or  the  Blues,  and  you  have  to  go 
to  such  a  lesser  plan,  3^u  are  going  to  be  losing  many  benefits  that 
you  had  probably  been  paying  for  for  many  years  prior  to  your 
being  laid  off,  and  those  are  the  pre-existing  conditions,  dental  rid- 
ers, prescription  riders,  and  those  areas. 

The  Chairman.  In  the  last  2  or  3  3rears  of  these  negotiations, 
where  are  the  areas  that  youVe  felt  the  pressure  from  negotiations 
and  cutting  back? 

Mr.  Spring.  Well,  in  one  town^it  doesnt  really  matter  where  it 
is— 4n  February  of  this  year  I  got  a  letter  saying  they  would  like 
to  reopen  the  contract  because  m  health  care  costs.  Under  the  law. 
I  am  not  bound  to  open  the  contract,  but  I  did  listen,  and  I  said 
no,  Fm  not  going  to  open  the  contract  because  all  you  want  to  do 
is  take  away  the  health  insurance,  or  deplete  it  They  didn't  do 
anyUiing,  but  eventually  we  had  to  eo  into  ne^tiations  for  the  up- 
coming years,  and  we  went  in,  and  iShey  called  it  e]Q>edited  negotia- 
tions, which  I  have  never  been  confronted  with  in  15  years.  We  had 
a  couple  of  meetings,  bang,  bang,  bang,  and  then  they  turned 
around  and  just  arbitrarily  implemented  a  reduction  plans,  a  re- 
duction in  coverage  and  eveiythine  else,  and  it  expedited  costs  in 
the  premium  carrier.  That  is  what  has  been  happening. 

In  other  cases,  th^  have  tried  to  implement  changes  in  health 
insurance,  and  we  have  gone  either  thnni^  the  court  systems  or 
throui^  the  labor  commission,  and  th^  have  had  to  rescind  that 
and  pay  people  money  back  that  th^  took  legally.  What  has  hap- 
pens, when  they  have  had  to  pay  tne  people  back,  th^  come  to 
me  and  they  say,  *If  we  have  to  pav  this  mon^  back,  we  are  going 
to  have  to  lay  people  off."  So  it's  nke  Fm  constantly  held  hostage 
on  where  people  nave  contracted  benefits  tliat  we  have  agreed 
upon,  and  tb^  are  now  bemg  taken  away,  and  now  they  are  sayine 
we  have  to  lay  them  off  if  we  have  to  give  them  benefits— and 
mainly  it  is  all  because  of  the  health  insurance  costs  to  the  munici- 
palities. 

The  Chairman.  So  your  members  are  finding  out  what  others 
are,  and  that  is  that  even  if  th^  do  have  coverage,  effectively  th^ 
are  denying  any  opportunity  for  an  increase  in  their  wages  because 
they  are  paying  for  somebody  else's  health  insurance.  It  is  a  real 
competitive  disadvantage  particularly,  I  would  imagine,  in  small 
companies.  For  instance,  two  companies  producing  widgets,  one  is 
paying  these  health  care  costs  and  the  other  one  isnt,  they  are 
going  to  find  out  fi^m  a  competitive  point  of  view  that  there  is 
going  to  be  more  and  more  downwaiti  pressure  for  particularly 
smaller  companies  to  give  up  their  coverage,  and  we  are  seeiiu: 
-that,  unfortunately— or  going  to  part-time  workers  jo  .  they  dont 
have  to  provide  any  benefits,  healui  care,  retirement,  or  other  ben- 
efits, and  that  is  putting  a  squeeze  on  fEonilies  and  a  veiy  signifi- 
cant downward  pressure.  That  is  another  issue  for  another  time, 
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but  it  is  something  that  is  not  unrelated  to  the  kinds  of  difficulties 
that  families  are  facing. 

I  want  to  first  of  all  express  appreciation  to  all  of  the  witnesses  - 
who  were  eood  enouc^  to  testify  or  comment  today.  I  think  all  of 
us  have  to  be  increcdbly  moved  by  the  very  powerful  testimony  that 
was  given  fay  the  &mmes  who  were  here  in  the  earlier  panel — all 
somewhat  different  in  terms  of  the  kinds  of  health  care  challenges 
that  th^  are  facing,  but  idl  givinj^  testimony  having  a  ring  that 
can  be  replicated  ana  is  replicated  m  commumties  across  this  coun- 
try and  tnat  so  many  of  our  fellow  citizens  in  our  Commonwealth 
are  facing  every,  single  day.  And  we  haven't  even  today  talked 
about  long-term  care  and  £ne  need  for  that,  which  is  something 
that  I  am  strongly  committed  to.  I  believe  in  it  from  a  public  policy 
point  of  view  and  also  from  a  personal  point  of  view.  My  mother 
IS  101  years  young,  2  or  3  weeks  ago,  and  we  have  been  able  to 
provide  lon^-term  care  for  her  and  for  my  father  before  her;  but  it 
would  be  vurtuaDy  impossible  for  other  tamilies  to  be  able  to  pro- 
vide that  kind  of  extended  care.  My  &ther  had  a  heart  attack  and 
was  sick  for  about  9  years,  and  my  mother  now  has  needed  some 
veiy  careful  attention  for  a  period  of  10  years.  But  we  have  seen 
what  a  difference  it  has  maae  having  them  both  at  home,  just  in 
terms  of  the  other  members  of  the  &imly. 

So  these  issues  are  very  real,  to  all  families,  and  they  are  going 
to  have  to  be  worked  on.  The  "pay  or  pia/*  program  puts  some  re- 
sponsibility on  the  individual  in  terms  of  abifity  to  pay;  it  puts 
some  responsibility  on  businesses;  it  puts  some  responsmility  at  liie 
Federal  level  and  State  level  It  is  a  shared  responsibility.  That  is 
the  only  way.  given  where  we  are  with  these  challen^s  that  we 
are  facmg  today,  and  it  is  the  only  approach  that  I  thmk  is  work- 
able in  the  very  foreseeable  future. 

We  are  grateful  to  the  families.  We  are  very  grateful  to  others 
who  bring  a  different  perspective  in  terms  of  needs  community 
health  centers.  We  have  seen  Columbia  Point  and  Mt  Bayou  cen- 
ters and  the  success  th^  have  had,  and  have  put  that  into  legisla- 
tion so  that  community  nealth  center  experiences  can  be  avanable 
nationwide  was  one  of  the  first  pieces  of  legislation  that  we  were 
able  to  get  throujuh  the  Senate,  and  I  have  a  continuing  interest 
in  the  success  or  those  programs.  We  have  some  increases  even 
with  limited  resources  at  the  national  level  this  year  through  the 
Senate,  which  we  will  be  debating  just  as  soon  as  we  return,  and 
that  is  enormously  important 

We  are  interested  in  hearine  out  fully  and  complete^  the  chal- 
lenges for  small  businesses,  which  we  are  very  sensitive  to,  and 
whose  special  concerns  we  nave  tried  to  deal  with  those  in  a  re- 
sponsive way  in  the  legislation.  We  are  alwavs  interested  in  hear- 
ing additional  ideas  and  suggestions  from  tnem,  as  well  as  from 
some  of  those  in  the  larger  community  who  have  been  working  on 
health  policy  issues;  that  was  very  useful.  And  hearing  Gary 
Spring  tell  what  if  s  like  among  workers  who  have  been  involved 
and  continue  to  be  involved  in  programs  and  seeing  what  is  hap- 
pening to  them  is  always  of  great  interest  to  me. 

So  f  am  thankful  to  all  of  you.  This  has  been  venr  helpful.  I  know 
there  is  additional  information  that  will  be  made  a  part  of  the 
record.  And  I  would  say  to  any  of  those  people  who  are  either  here 
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in  our  audience  or  hear  of  our  hearing  if  they  have  ideas,  rec- 
ommendations, or  suggestions,  we  are  always  glad  to  hear  from 
them  and  will  make  that  a  part  of  the  record  as  well. 

I  thank  all  of  you  for  your  courtesy  this  morning.  ThiB  is  a  very 
important  issue  for  our  countiy,  and  it  is  certainly  one  of  my  veiy 
hi^  priorities,  and  I  have  appreciated  aU  the  courtesies  which  you 
have  shown  the  witnesses  ana  for  your  presence. 

[Additional  statements  and  material  submitted  for  the  record  fol- 
low:] 

Pkipabkd  Statement  op  David  M.  Davidson,  Atbb,  UA 

I WM  laid  off  on  December  31,  1990,  wben  the  letail  jeweler  I  worked  for  began 
a  eon^aoy-wide  downaizmg.  On  Anguat  11,  1991,  my  unempLoyment  benefita  ran 
oat.  Between  theae  datea  my  life  has  been  dincted  toward  finding  a  new  job,  a  goal 
which  atQl  ehidea  me.  My  educational  backgnrand  and  pieviooa  enerienoe  is  aab- 
BtantiaL  I  have  a  maater*  degree  from  Pardae  and  have  alwaya  woiked  for  a  living. 
Since  loaing  my  job,  I  have  eonaiatently  looked  Ibr  work;  I  have  aent  out  letten  and 
resumes  and  made  foUowmp  calls  to  potential  employers.  My  job  has  been  to  get 
a  job.  Still  the  actual  interviews  have  been  depressing  few. 

l>unng  the  first  three  months  of  this  jrear  I  was  aoify  able  to  set  one  interview. 
This  aitnation  was  very  painful  I  appreciate  the  time  given  me  dv  the  ataff  mem- 
bers at  the  Department  of  Enmlovment  and  Training  during  tneae  particularly 
atreaaful  three  months.  Th^  helped  keep  my  spirit  up  and  Iboiaed  on  the  task  at 
hand  getting  a  job.  Since  April  I  have  averaged  one  interview  every  two  wedu. 
While  the  situation  is  better,  I  stiU  have  no  job.  All  of  us  would  Hke  to  believe  along 
with  President  Bush  that  the  economy  is  recovering  from  the  receaaion  and  that  bet- 
ter days  are  ahead,  but  this  is  clearly  not  so.  Some  enqikiyers  are  looking,  but  like 
the  cuatomers  in  the  malls  last  fall,  they  are  not  buying.  Until  they  do  start  hiring, 
people  like  me  will  not  be  able  to  pay  our  bills,  some  of  ua  wifl  go  bankrupL  Some 
of  ua  will  even  become  homeleas.  This  is  something  that  even  a  year  ago  I  could 
not  imagiDe  happening  to  me.  Now  I  know  that  it  can. 

The  experta  nave  aU  aaid  the  aiflns  of  econmnir  recovery  are  weak.  No  boost  wiD 
be  provided  to  the  ecoaony  if  neome  like  ipyaelf  who  have  managed  to  keep  the  wolf 
from  the  door  are  pushed  mto  oankruptcy  or  onto  the  streets.  And  while  our  individ- 
ual economic  miauntunes  mav  aeem  like  minor  melodramas,  each  of  us  could  be 
straws  leading  to  economic  oollapee.  Regardless  of  what  may  be  aaid  by  the  adminis- 
tratkm,  people  here  in  New  En^and  know  what  this  aitnatinn  is.  It  is  a  depreasion 
and  the  old  timers  who  lived  tmough  the  Great  Depression  are  comparing  the  two; 
juat  aak  them.  We  are  all  connected,  and  if  we  are  interested  in  the  common  good, 
we-Aoulddowiiat  is  necessary  to  insure  it ...  regardleas  of  our  politieal  affitiatwrns, 

Pbkpabd  Statement  op  Wolpqang  Lowt,  Bbookpield,  MA 

I  want  to  start  out  by  thanking  you  and  the  U JS.  Senate  Committee  on  labor  and 
Human  Beaources  for  showing  an  interest  in  those  of  us  who  are  temfxnrarily,  I 
hope,  out  of  proper  health  insurance  coverage  far  themaelves  and  their  faimliea. 

my  problem  began  with  a  conversion  notice  aent  to  me  director  by  Empire  (New 
York)  Bhie  Croaa  on  September  28,  1990,  sUting  that  I  pi^  them  $471.60  for  quar- 
terlv  diarges  covering  June  1,  1990^ptember  1, 1990.  On  October  15, 1990 1  wrote 
to  Blue  Cross  aaking  them  to  tell  me  uie  person  who  terminated  my  hospitalization 
coverage.  At  the  time  and  until  my  last  p^r  theek  ending  kpni  4,  1991,  $120  was 
taken  out  each  month  to  help  pay  for  a  portion  of  my  enqiloyer's  hoapitalization — 
Mv>r  Medical  Flan  expenses.  I  spoke  witii  my  head  office  in  New  Yon  City  about 
this  matter,  before  I  wrote  direct(^  to  Blue  Cross.  Unfortunate^,  my  head  office  at 
£.  B.  Ideyrowitz,  Inc^  New  York,  could  never  give  me  an  honest  answer  onept  to 
si^that  everything  was  fine  and  not  to  worry. 

FinaUy  I  received  a  handwritten  memo  frtnn  Blue  Cross,  dated  November  5,  1990, 
apedficaDy  atating  that  the  E.  B.  Meyrowitz,  Inc.  group  hospitalization  plan  was  ter- 
minated on  June  1,  1990!  On  November  8,  1990,  the  home  office  asked  aU  of  us  to 
send  them  our  signed  Blue  Cross  conversion  notice.  I  photo  copied  mv  conversion 
notice  (guarter^  sUtement)  and  aent  it  to  the  New  York  office  on  November  13, 
1990,  without  ny  aignature  on  it,  as  requested.  I  still  have  the  orinnal  Blue  Cross 
quarterly  statement.  On  November  15,  1990, 1  sent  a  letter  to  the  New  York  office 
airing  to  them  essentiaUy  to  stop  taking  a  $120  monthly  contribution  out  of  my  pay 
diedL  without  providing  group  hospitalization. 
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TluBgB  are  gettixig  even  worse.  On  December  7»  1990,  Bine  Cross  mailed  me  an 
Interim  Bill*  in  the  amoont  of  $996^  giving  me  hospitalization  coverage,  which 
was  actually  to  be  paid  ^  my  en^tbyer,  .from  September  1, .  1990-Mardi  1,  1991. 
There  also  came  hi  uie  mail  a  new  bhie  Cix»as  LD.  card  mailed  on  December  6, 1990, 
£  me  pnmd  to  be  bade  with  my  old  hospitalixation  vendor.  As  Empire  Blue 
CiottShie  £ield  says  it  *With  some  things,  only  the  best  will  do  . . .  Health  insor- 
anee  is  one  of  them.* 

On  Januaiy  8,  1991,  my  home  ofiSoe  sent  me  a  letter  advising  me  to  return  to 
them  any  refund  I  receive  from  Bhie  Cross.  By  February  20,  1991,  a  diedc  Ibr  $3.68 
did  arrive  from  Blue  Croas  whidi  I  cadied  and  podceted  for  aD  the  amravation  this 
hospttidizatkm  coverage  ordeal  has  given  me.  On  Januaiy  25,  1991,  Bhie  Cross  ad- 
vises me  that  their  new  proposed  quarterly  Ulhng  of  $604.60  will  go  up  to  $582.30 
effective  April  1,  199L  Thanks.  I  was  always  monitoring  these  communications  di- 
rect^ with  Blue  Cross  and  found  out  that  £.  B.  Meyrowitz  has  not  paid  any  pre- 
miums since  September  1,  1990. 

Another  bill  comes  from  Bhie  Cross  dated  Fd>nxaiy  7,  1991,  asking  for  payment 
of  $504.60  covering  the  period  of  Januaiy  1,  1991-April  1,  1991.  The  next  d^,  Feb- 
maiy  8,  1991,  an  Tnterim  Bill*  comes  to  me  in  the  amount  of  $998.20  which  pre- 
tends to  cover  my  hospitalization  insnrance  from  September  1,  1990-Mardi  1.  1991. 
That  ends  my  association  with  Empire  Blue  Cross  and  no  group  hospitalization  cov- 
erage since  June  1,  1990.  Unfortunately,  my  monthly  contribution  of  $120  is  con- 
tinuously being  taken  out  of  my  pay  diedLTjust  want  to  mention  that  the  original 
Blue  Cross  group  contract  was  issued  on  Januaiy  1,  1984. 

As  I  was  stating  the  ^ve  group  hospitalization  problem  with  non-payments  to 
Empire  Blue  Cioss  since  June  1,  1990,  at  ^e  same  time  we  had  major  medical  cov- 
erage, except  hospitalization,  with  The  Guardian  Life  Insurance  Co.  of  America 
whidi  was  actually  being  paid  by  E.  B.  Meyrowitz,  Inc.  The  Guardian  coverage 
started  on  June  1,  1989,  and  lasted  until  Mardi  1,  1991,  at  whidi  time  Chubb  Life 
America  was  dioaen  by  the  firm  as  its  exclusive  Major  Medical  carrier  (including 
hospitalization).  Unfortunately,  Chubb  canceled  my  group  insurance  on  Biaidi  30, 
1991.  On  April  4,  1991,  my  employment  was  terminated  after  more  than  20  years 
of  continuous  service. 

The  past  is  history.  I  am  presently  unemployed,  but  active^  seddng  full  time 
work,  because  E.  B.  Meyrowttz,  Inc.  has  come  under  Chapter  11  protection  since 
Fdirnaiy  of  this  year.  Onr  whole  New  En^and  chain  of  optical  stores,  Akny  Opti- 
cians, have  been  dosed  because  of  corporate  restructuring  and  down-aizing. 

As  for  my  present  heahh  insnrawr  iitoatk>n,  I  do  not  have  COBRA  nor  Group 
Conversion,  and  I  do  not  qualify  for  The  Health  Security  Plan  from  the  Common- 
wealth of  Msssarhii setts.  However,  I  do  have  a  Health  Migor  Medical  Policy  from 
Nationwide  Life  Insurance  Company  which  I  have  had  since  1963  and  costs  me 
$817^  per  year.  It  has  a  $760  dednrtihlr  feature  with  a  eoverage  of 

$10,000  per  si^ness  or  acrident,  snlgect  to  20  percent  payment  on  my  part  and  80 
percent  by  Nationwide.  So  far  I  have  ik^ver  uaed  this  policy.  Thank  goodness.  Re- 
cently, my  wife  and  I  purchased  an  AARP  Group  Health  Insurance  poUqr  iHiidi 
p^fs  $70  per  day  for  a  hospital  stay  and  double  the  amount  for  intensive  care.  Also, 
there  is  a  $140  payment  for  outpatient  care  in  a  hospital.  The  monthly  premium 
for  this  meager,  but  at  least  mini  coverage,  is  $31.50  per  month  and  is  underwrittec 
hy  The  PrudentiaL 

By  now  I  am  rea<fy  to  produce  a  TV  ahow  baaed  upon  my  happenings  to  enli^iten 
the  public  Msg^  some  will  fieel  this  is  entertaining.  Unfortunately,  more  people 
than  we  realize  are  suffering  from  a  lade  of  good  health  insurance  at  no  fimlt  of 
their  own.  With  sharp  legal  pracfcioes  and  a  tendency  for  American  buaLoeas  end  in- 
dustry to  convert  this  nation  into  a  non*union  economy  whidi  has  led  to  a  sizable 
part  time  work  force  without  oodal  benefits  such  as  health  insurance.  We  are  now 
back  to  1929-1933  under  Preaident  Hoover  who  did  not  help  this  nation  at  its  criti- 
cal aodal  crisis  during  the  Worid  Depression.  Let  us  hope  that  the  current  VS.  Con- 
gress can  come  up  with  an  acceptable  aolution  to  the  Nation's  basic  health  insurance 
needs.  Obviously,  vdiatever  we  have  had  up  to  now  is  not  reaUy  working  to  the  ad- 


The  ti*n«i  has  come  for  a  National  or  Human  Health  Insurance  program  such  as  is 
found  in  nearly  all  the  other  m^jor  industrialized  nations  of  the  worid. 

The  cominittee  stands  in  recess. 

[Whereupon,  at  11:57  a.nL,  the  committee  was  adjourned] 


vantage  of  all  our  dtizens.  As  the 


Too  many  cooks  spoil  the  broth.* 
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